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INTRODUCTION. 


WK*priiposc  to  ofTer  here,  in  us  con Jeii.sed  form  us  jiruclicublL', 
what  may  be  considered  as  liie  leadiug  poaiiious  of  this  volume. 
A  statemeut  of  this  kiod  will  enable  every  reader  to  glaucc  more 
mdily  over  those  portion!  of  ih»  wtnk  of  moil  iiitereft  to  binself. 
It  it  taken  for  canted,  that  whibt  there  are  so  manj  confltetiag 
opfakioni  on  the  subject  of  money,  correnej,  booking  and  credit— > 
that  whibt  both  theory  and  practlee  remain  in  doabt  and  dispute, 
and  no  authority  high  enongh  to  fettle  these  dilfereneea  has  yet 
appeared — there  is  room  for  the  labors  of  those  who  may  wish  to 
fomish  materials  for  the  final  adjustment  of  many  Taxed  qncstions. 
It  is  further  assnmed  that  writers  treating  of  these  snbjeeti  have  paid 
too  little  attention  to  the  fact,  that  whatever  concerns  money,  car* 
lency,  banking  and  credit,  must  be  considered  as  strictly  subordinate 
to  commerce,  of  which  they  are  merely  agents ;  this  cannot  be  over- 
looked, in  any  aspect  in  which  these  topics  may  be  considered,  with- 
out hazard  of  error. 

The  chief  iimuiry  is  not,  What  is  the  power  of  money  ?  or,  What 
is  the  use  of  money  ?  or,  What  can  be  substituted  for  money  ?  Tho 
inquiry  which  we  prosecute,  to  ascertain  the  nature  and  doctrine 
of  money,  is,  What  is 'commerce,  and  what  is  the  nature  of  the 
agency  of  money  in  its  aflairs  ?  Money,  with  all  its  substitutes,  is 
only  one  of  many  agents  of  trade,  and,  like  many  others,  it  is  a  pure 
matter  of  discretion  and  convenience  how  far  it  may  be  employed. 
Warehouses  and  sliijts  are  very  needful  and  much  used  uironeies  of 
commerce ;  but  a  great  business  may,  upon  occasion,  be  Uoue  with- 
out them.  It  is  with  money,  as  with  every  other  expensive  agency 
of  oommerce,  a  question  not  how  mnch  it  can  be  used,  bat  how  far  it 
can  be  dispensed  with.  It  has  always  lieen,  and  most  always  be,  a 
ddsf  consideratioa  of  the  practical  meidiaQt,  to  ascertain  to  what 
1  (1) 
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extent  his  business  can  be  conducted  wilbout  so  expensive  an  agent 
as  money.  By  the  progress  of  civilization,  commercial  iutegrity  and 
ObriBtian  virtne,  it  ia  now  possible  to  carry  on  immense  operations  in 
trtde  and  mannfactures  withoat  any  aid  from  money ;  excepting  the 
merest  retail  basinesB,  not  one  per  cent  of  the  payments  of  Great 
Britain  and  the  United  States  are  made  in  real  money. 
^  The  main  subject  of  this  Tolnme  is  not,  therefore,  money,  but  pay- 
ments. The  inquiry  before  ns  has  been,  not  the  nature  and  use  of 
money,  but  how  are  the  payments  or  adjustments  of  commerce  effected, 
whether  by  money  or  otherwise.  The  object  has  not  been  to  brin|p 
forward  new  doctrines,  or  to  propose  reforms,  but  to  attempt  a  rery 
ample  and  thorough  analysis  of  the  present  modes  of  emj^oying 
money  and  credit  in  the  carrent  business  of  industry  and  trade.  We 
have  supposed  that  the  best  pi*eparation  for  reforms  and  improve- 
ments  would  be  a  perfect  understanding  of  the  present  system,  in 
its  various  forms.  Any  snggestion  in  these  pages  whicli  may  seem 
to  go  beyond  tliis,  is  made  with  the  greatest  diflidence,  and  more  by 
way  of  contraist  or  illustration  than  as  advice  or  doctrine. 

It  has  lonj;  appeared  to  us  a  grave  mistake  in  those  who  have 
treated  ofmoncv,  that  thev  leave  out  of  view  monev  of  account,  with- 
out  a  due  understanding  of  which,  as  an  agency  of  commerce,  nuieh 
confusion  must  reign  in  the  minds  of  all  who  approach  the  study  of 
money  or  currency.  Gold  and  silver  arc  commodities  of  great  value 
in  small  compass,  selected  for  coinage,  and  made  the  legal  standard 
of  payment;  money  of  account  is  the  language  iu  which  prices  are 
expressed,  and  books  of  account  are  kept.  A  merchant  may,  in  a 
few  minutes,  cast  his  eye  over  a  bandred  entries  in  his  journal,  in 
which  the  sums  debited  for  goods  sold  may  run,  in  various  fraction- 
ary sums,  firom  ten  to  a  thousand  dollars.  He  sees  at  a  glance,  and 
understands  at  what  rates  the  goods  were  sold.  But  if  the  exact 
sum  in  coins  corresponding  to  each  entry  was  placed  opposite  to  the 
entry,  instead  of  the  appropriate  figures,  it  might  require  hours  or 
days  to  ascertain,  by  counting  and  examining  the  coins,  what  is  other- 
wise understood  in  a  few  minutes.  So,  likewise,  naming  prices  in 
money  of  account  is  quickly  done,  and  instantly  understood ;  but 
making  payments  in  coins  is  necessarily  a  slow  operation.  We  dis- 
tinguish, then,  between  the  term  money,  as  applied  to  giving  prices, 
to  keeping  books  of  account,  to  expressing  sums  on  the  face  of  pro- 
missory notes,  bills  of  exchange,  and  other  securities,  and  the  term 
money,  as  applied  to  coins  used  In  making  a  payment;  and  this  dis- 
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tinetiDn  we  Iiold  to  be  so  Important,  tiiftt  the  snl^eet  cannot  be  well 

understood  without  it.  To  some  it  may  appear  as  if  we  bad  labored 
this  point  at  needless  length,  and  with  unnecessary  minnteness ;  but 

regarding  it  as  the  key  to  many  difficulties  of  finance,  and  cousider- 
ing  the  neglect  of  the  subject  hitherto,  wc  have  thought  it  better  to 
be  profuse  of  illustration,  than  to  fail  of  our  object  in  securing  for 
money  of  account  its  true  position  in  the  consideration  of  the  subject. 

People  may  change  their  coins  once  a  month  ;  but  they  s<'iiroe 
ciiangc  a  money  of  account  in  half  a  century.  In  many  of  the  more 
retired  porlions  of  the  older  States  of  the  Union,  the  people  still 
reckon  by  ilw  cu!f)iiial  currencies  of  pounds,  shillings  and  pence,  as 
they  ixistiil  ill  each  of  the  res{)ectivc  colonies  before  the  era  of  our 
independence.  The  use  of  a  money  of  account  is  a  mental  opcriiiiuii, 
and  is  a  characterislic  of  every  civilized  people.  Tiic  same  mental 
habit  is  applied  to  the  use  of  weights  and  measures,  wliich  makes  it 
extremely  difficult  to  change  even  what  is  obviously  absurd;  yieople 
prefer  denominations  to  which  they  are  accustomed,  even  when  iucon- 
veuient,  to  those  which  are  mure  simple,  but  which  need  the  fami- 
liarity of  habit  to  make  them  appreciated. 

We  have,  therefore,  treated  mouey  of  account  as  a  leading  element 
oflthe  subject  It  is  the  language  of  prices,  of  books  of  account,  of 
prioe-cnrrents ;  it  is  the  mode  of  expression  employed  fn  all  money 
securities,  to  denote  the  amount  for  which  they  are  given ;  and,  in 
fine,  it  is  the  very  language  of  finance.  To  leave  money  of  account 
out,  when  the  whole  subject  of  currency,  banking  and  credit  is  in* 
volvcdy  is  like  leaving  arithmetic  out  of  mathematics.  It  is  for  want 
of  attention  to  the  real  agency  of  money  of  account,  that  such  expres- 
sions as  the  '"power  of  money"  are  often  used,  when  only  the  power 
of  credit  is  intended.  When  a  merchant  inquires  the  price  of  a  bun* 
dred  bags  of  coffee,  learns  the  rate,  and  makes  the  purchase,  giving 
his  note  for  the  amount,  money  has  exercised  neither  power  nor  influ- 
ence in  the  transaction.  It  was  the  power  of  credit  which  made  the 
purchase,  and  the  power  of  money  of  aroonnt  which  enabled  the  par-  • 
tics  to  understand  each  other,  make  the  transaction,  and  take  the 
note  for  the  amount  of  the  purchase.  The  greatest  power  iu  the  com- 
mercial world  is  commereial  integrity,  and  the  conlidence  or  credit 
which  it  inspires.  This  is  the  power  which  moves  nine-tenths  of  the 
commoditi'^s  found  in  the  channels  of  trade  and  industry. 

Money,  by  which  we  intend  coins  of  gold  or  silver,  is  neither  a 
Standard  of  value,  a  measure  of  value,  nor  a  representative  of  value 
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The  precious  metals  are  commodities  of  value,  and  do  not,  of  course, 
lose  that  quality,  though  they  gain  another,  by  beiug  coined.  They 
become,  by  coinage  and  the  law  of  legal  tender,  a  standard  of  pay- 
ment. Every  man  may,  by  law,  claim  payment  in  coins ;  that  is,  for 
any  commodity  previously  sold,  for  any  debt  due,  every  pcixjii  may 
exact  the  expressed  equivalent  in  the  corainodily  of  gold  and  silver 
assayed  and  coined  at  the  mint  in  deuomiuatious  agreeing  with  the 
money  of  account.  All  debts  are  tbiM  payable }  and  it  Is  only  bo- 
caase  the  parties  agree  to  other  modes  of  paymeot,  tlist  sU  debts  are 
not  thus  paid. 

There  are  many  obstacles  to  the  use  of  coins  in  large  tmneaetionB, 
•V  besides  their  great  cost;  among  these,  the  risks  of  theft  and  robbery, 
and  the  care  and  anxiety  vhich  these  hazards  impose,  the  danger  of 
ooanterfeits,  the  rapid  wear  and  deterioration  of  coins,  the  frands  of 
dipping,  pnnchtng,  sweating,  and  many  others,  which  are  regarded 
as  severe  grievances  and  triaU  in  all  countries  where  an  ezdnsively 
metaUic  currency  has  long  prevailed.  All  these  combined  have  pro- 
duced a  constant  effort  to  escape  the  employment  of  coins  io  large 
transactions.  Gold  and  silver  coins  hare  not  lost  their  interest  in  the 
eyes  of  men  ;  they  are  still  the  standard  of  payment,  and  nnivcrsally 
an  acceptable  medium  of  exchange  ;  but  they  are  far  from  being  the 
universally  employed  medium  of  exchange.  The  men  of  trade  and 
industry,  who  but  receive  money  in  large  amounts  to  pass  it  off  in  the 
same  woy,  are  more  concerned  to  escape  trouble,  risk  and  expense  in 
the  matter  of  payment,  than  anxious  to  employ  only  gold  and  silver 
which  have  passed  through  the  mint. 

At  the  present  time,  then,  the  precious  metals  are  employed  only 
as  the  standard  of  payment,  or  legal  tender,  to  be  appealed  to  in  case 
of  disagreement,  a  very  rare  occurrence;  as  the  medium  of  the  merest 
retail  trade ;  as  a  reserve  or  security  for  their  issues,  by  banks  of  cir- 
culation ;  and  as  the  medium  of  paying  balances  of  trade,  both 
foreign  and  domestic.  All  these  together  make  not  five  per  cent,  of 
the  operations  of  industry  aii(i  liadc  in  this  country,  or  in  Great 
Britain.  We  cannot  adopt  any  safer  criterion  of  the  actual  power 
of  the  precious  metals  as  money,  than  what  we  see ;  their  import* 
anee  and  use  is  precisely  what  we  know  to  be  done  with  them ;  no- 
thing more.  All  the  rest  is  accomplished  by  means  of  credit,  and 
the  many  processes  of  the  credit  system. 

It  must  be  a  great  and  mischievous  fallacy,  then,  to  regard  gold 
and  silver  coins  as  a  sort  of  model  medium  of  exchange,  to  the  cha- 
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racteristics  and  incidents  of  which  all  other  modes  of  Intefchange 
mnst  be  made  to  correspond.  This  is  nothing  less  than  an  attempt  to 
fasten  npon  indnstiy  and  commerce  the  reiy  shackles  and  inconre- 
aiences  vhich  they  have  long  been  straggling  to  cast  away.  There 
are  many  ways  of  making  payments  withoot  using  coins,  each  of  which 
may  stand  for  what  H  is  worth,  and  be  employed  according  as  it  may 
be  aTailable,  withoot  being  tortured  to  work  as  coins  would  have 
worked,  if  they  had  been  employed.  When  two  men  of  business  deal 
largely  together,  keeping  the  record  in  their  books  of  acconnt,  which 
once  in  three  months  are  balanced,  and  the  mntnal  debts  ihn<^  pnid 
withoot  any  ase  of  coins,  there  is  no  possible  f.cn^o  in  which  the  matnal 
payment  thus  effected  could  be  made  more  effectual  by  any  refcsrence  «. 
to  coins,  than  by  this  simple  and  economical  method  of  balancing  the 
suras  oftlic  varions  entries,  debts  and  credits,  expressed  in  money  of 
acconnt,  the  onenguiiist  the  other.  This  mode  of  payment  needs  no 
aid  in  tlieory,  in  practice,  or  by  analogy,  from  any  employment  of 
coins ;  but  this  mode  of  payment  is  one  of  the  main  devices  of  the 
credit  system.  As  the  debts  of  men  of  business  find  their  way  into 
the  banks,  so  do  their  credits;  and  the  functions  of  the  banks, 
stripped  of  their  many  romplicalions,  consist  chiefly  in  balancing  and 
thus  cxtingiiishiui^  tlie  debts  and  credits  of  their  customers. 

There  is  no  jrround,  we  think,  for  the  doctrine  that  the  incidents 
and  characteristics  which  attend  a  currency  of  gold  and  silver  should 
be  imitated,  or  eren  referred  to,  in  the  processes  of  the  credit  system, 
much  less  be  regarded  as  laws.  All  are  equally  agents  or  processes 
of  commerce,  and  must  tie  considered  and  judged  upon  their  respec- 
tire  merits,  and  be  employed  according  to  the  opinions  and  sound 
discretion  of  the  parties  concerned.  Coins  become  indispensable  only 
when  claimed  as  a  legal  right 

The  real  origin  of  the  deposit  banks,  sneh  as  Amsterdam  and 
Hamburg,  was  the  worn  and  deteriorated  state  of  the  coinage,  which, 
at  that  time,  was  a  grievance  of  a  magnitude  which  only  those  fami- 
liar with  the  commercial  history  of  that  period  oan  realize.  This  evil 
is  only  less  now,  because  the  circulation  of  coins  is  nearly  dispensed 
with.  These  deposit  banks  proved  to  be  more  nsefal  than  their  pro* 
jectors  anticipated.  The  circulation  of  the  ownership  of  the  coins 
was  found  to  be  much  more  rapid  and  easy  than  the  circulation  of 
the  coins.  The  wear  and  tear  was  saved,  and  they  were  more  eflS- 
cient  in  !)aiik  than  out  of  it.  And  it  was  ultimutcly  revealed  at  Am- 
sterdam, that  tlie  transfers  and  payments  at  the  bank  could  proceed 
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for  scores  of  years  after  the  sjiecie  had  been  li  inovcd.  Tbi?,  liow- 
L'vcr,  bhoulci  have  been  well  nnderstood  from  the  fii^t  establishment 
of  the  bank  ;  for,  while  the  ovviier>hip  of  the  deposits  was  changiiif^ 
every  day,  no  one  had  an  opportunity  of  verifying  the  fact  of  tlve 
amount  bcinf^  actually  in  the  bank.  Every  man  who  accepted  a 
credit  in  the  bank  tuok  it  upon  his  confideucc  in  its  adniini-slrution. 
The  money  system,  to  this  extent,  thus  resolved  itself,  hj  a  sort  of  * 
Bccessity,  into  a  credit  system. 

The  credit  system  was,  io  fact,  a  growth  (ear  necessitate  rei)  of  ne- 
cessity. It  was  indisfMOsable  to  the  advance  of  ciTilizatien  and 
industry ;  it  grew  with  the  progress  of  commercial  punctuality  and 
integrity ;  it  now  flonrishes  only  in  this  sotl^  and  tamotbe  destroyed 
where  it  finds  this  aliment  of  its  growth.  It  sent  forth  many  vlgorooa 
shoots,  in  varions  countries,  long  before  it  attained  its  present  mag- 
nitude and  wide  extension.  The  payments  at  tlie  fairs  so  pre? alent 
in  Europe  during  the  middle  ages,  some  of  which  continue  cTcn  down 
<o  our  time,  were,  to  a  large  extent,  made  by  setting-off  debts 
against  debts.  Men  learned  to  pay  their  debts  with  their  credits  ; 
and  this  mode  of  payment  only  disappeared  as  the  progress  of  the 
credit  system,  and  the  growth  of  cities^  absorbed  botli  tlic  liusiness 
and  the  payments  of  the  fairs.  These  payments  at  the  fairs  revealed 
that  the  best  fund  with  which  to  pay  debts  is  ikub;.  Every  debt 
implying  a  credit,  no  one  could  better  employ  his  credits  than  in 
paying  his  debts.  This  rccpiired  no  money,  and  was,  therefore,  ao4 
only  economical,  but  free  from  innumerable  risks  and  troubiea  ioso- 
parably  connected  with  nnytneutr%  in  money. 

The  Banks  of  Venice  and  Genoa  were  both  remarkable  forerunners 
of  the  credit  system,  and  beautiful  examples  of  its  economy  and 
power.  Tlic  political  and  commercial  importance  of  these  two  great 
republics  were,  in  a  great  measure,  owing  to  their  respective  banks, 
the  oldest  and  most  important  of  which  we  have  any  account.  The 
lessons  taught  by  these  institutions  have  no  doubt  entered  largely 
into  the  progress  of  the  credit  system,  as  now  developed ;  but  we 
Strongly  insist  that  the  study  of  the  system  of  tliese  two  banks  is  yet 
necessary  to  any  thorough  comprehension  of  the  power  of  credit,  and 
of  what  is  necessaiy  to  an  enlarged  and  efficient  financial  system. 

The  capital  of  the  BanlL  of  Tenice  consisted  of  a  debt  due  by  the 
republic  to  its  citizens.  The  goTcmment  took  the  money,  and  gave 
in  its  place  an  inscription  on  the  books  of  the  bank  for  the  amount* 
bearing  interest  The  goremment  returned  the  money  immediatelj 
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into  the  chauneU  of  circalation  among  its  citizens,  whilst  the  lenders 
of  the  money  circniated  the  debt  as  n  deposit  in  the  bank.  All  the 
large  payments  of  this  great  commercial  city  were,  for  many  centu- 
ries, paid  in  this  fund,  and  the  gold  and  silver  coin.^  were  released 
for  the  i)urposc3  of  the  retail  trade,  the  payment  of  furoi'^Mi  di  bts, 
and  the  foreign  expenditures  of  the  republic.  The  govtriinieut  of 
Venice  dealt  faithfully  with  these  holders  of  stock  in  the  bank,  not 
only  payinjT  tlte  imeresl  punctually,  but  redeeming  any  amount  which 
seemed  superlluous,  or  beyond  the  demand  of  the  public,  Thi:? 
policy  not  only  kept  the  bank  fund  at  par  with  specie,  but  uiure 
than  twenty  per  cent,  above  it.  The  bank  was  always  o])en  to 
further  loans  to  the  government,  when  such  investment  was  in  de- 
mand. The  capital  of  the  bank  flactaated  in  amount  according  to 
tlie,watiU  of  the  people,  and  not  aooording  to  the  wants  of  the  pablio 
•inwury. 

The  Bank  of  Yenioe  perforaed  its  fanctions  for  oyer  hundred 
years,  with  an  aniformity  of  soecess,  and  immunity  from  censure  or 
complaiotk  which  no  other  currency  has  ei^oyed  for  a  tithe  of  that 
period.  During  that  time  of  vast  commerce  and  immense  pnblie 
expenditure,  the  republic  had  incessant  trouble  with  their  own  and 
foreign  coinage,  and  Toy  many  stringent  regulations  were  made  and 
enforced,  to  cure  eriis  and  prevent  abuses ;  but  we  have  no  record 
of  abuses  on  the  part  of  the  banlc,  or  of  iiy'nries  inflicted  by  it  upon 
the  people. 

Believing  that  the  commercial  fairs  of  Europe,  and  the  Banks  of 
Yenice  and  Genoa,  were  capable  of  imparting  historical  lessons  not 
yet  properly  appreciated,  wo  have  brought  them  more  prominently 

1)efore  the  reader  than  has  been  done  in  any  work  upon  money  OP 
carrency.  We  have,  in  later  times,  achieved  a  method  of  clearing 
debts  between  banks ;  bat  a  lesson  may  be  learned  from  the  pay- 
ments at  the  fairs,  of  successful  clearing  between  individuals.  There 
is  no  reason,  in  theory  or  in  practice,  why  clearing  may  not,  to  a 
considerable  exieut,  bo  practised  between  individuals  mutually  in- 
debted. The  history  of  these  fairs  furnishes  abundant  excuijillGca- 
tion  of  this  most  economical  and  effective  of  all  the  modes  of  pay- 
ment. 

The  history  of  these  celebrated  banks  furnishes  other  lessons 
wliicli  will  richly  repay  the  most  carefbl  attention.    They  demon- 
strated the  efficacy  of  circulating  deposits  as  a  means  of  payment, 
.  and  that  the  deposits  were  just  as  eifectiTe  when  they  consisted 
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of  a  debt  due  from  the  government,  as  if  they  were  gold  or  silver; 
and  they  showed  that  it  was  possible  to  keep  the  umouiit  of  this 
public  debt,  as  hel<l  by  the  depositors  in  the  banks,  within  a 
range  of  amount  wliich  not  only  prevented  deprecialion,  but  kept 
the  deposits  always  frum  fifteen  to  thirty  per  cent  above  gold  and 
silver.  ' 

The  diBtinctioii  between  credit — tbe  eonlldeiiee  wUch  men  plaee 
in  eacli  otlwr,  and  wliicli  indncee  tbem  to  defer  the  day  of  payment 
for  goods  purefaased — and  the  credit  system  has  not,  in  onr  Hew, 
been  snUieiently  observed.  Tbe  credit  system  springs  from  credit; 
there  could  be  no  credit  system  without  the  exercise  of  that  eonli- 
dence  wliieh  accepts  a  fotnre  instead  of  a  present  payment.  The  two 
processes  are,  however,  wholly  different ;  credit  refers  to  confidence, 
and  to  the  postponement  of  payment ;  the  credit  system  refers  chiefly 
to  the  mode  of  payment  It  is  that  system  by  which  the  payments 
for  commodities  are  separated  from  the  transactions  to  which  they 
lielong,  and  made  a  separate  business.  More  than  nine-tentlis  of  all 
the  payments  of  industry  and  trade  are  effected  through  the  processes 
of  the  credit  s^ystcm.  The  payments  thns  made  are  in  no  degree 
connected  with,  nor  dependent  upon  any  reference  to,  or  any  employ- 
ment of  the  precious  metals.  The  credit  system  is  that  by  which 
men  set-off  the  debts  which  other.s  owe  them  against  those  which 
they  owe  to  otlierp.  This,  of  all  modes  of  payment,  involves  the 
least  rir^k,  and  is  the  most  effective,  satisfactory  and  ecoiiornical. 
No  curi'ciH'v  c  an  he  more  suited  to  ])ay  a  man  with  tiiaii  that  which 
he  has  issued  himself  It  is  that  wiiich  the  credit  system  employs ; 
and  it  may  be  added,  that  this  system  keeps  books  of  account  for 
those  who  avail  themselves  of  it,  in  wliich  iliey  take  credit  for  what 
others  owe  them,  and  are  debited  with  what  they  owe  other.s. 

The  magnitude  and  complication  of  the  credit  system  conceal 
its  details,  and  render  it,  as  a  whole,  dilBcnlt  of  comprehension.  It 
is  only  by  severe  and  continued  analysis  that  the  processes  of  this 
vast  system  of  payments  can  be  even  partially  displayed  to  the  view 
of  the  reader. 

Boolcs  of  account  may  be  regarded  as  one  of  its  most  effectiva 
agencies.  The  merchant  who  debits  a  manniSMtnrer  five  thousand 
dollars  for  raw  materials  in  the  course  of  six  months,  and  gives  him 
credit  for  finished  goods  to  the  amount  of  seven  thousand  dollars  in 
the  same  period,  is  very  willing  to  unite  with  his  customer  in  dis- 
charging ten  thousand  dollars  of  this  debt  by  balancing  the  aocoont 
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between  them,  leaying  only  two  thousand  to  be  paid  otherwise  than 
by  the  balance.  The  merchant  and  his  customer  each  receive  paj'- 
ment  of  five  thousand  dollars  without  money  or  currency.  Each  is 
paid  with  the  debt  he  owes ;  the  book  is  the  e?ideuce  of  the  debts, 
and  the  balancing:  is  the  act  of  payment. 

The  i>sue  of  promissory  notes  by  each  of  these  parties  for  tlie  five 
thousand  dollars  does  not  alter  the  nature  of  the  transaction,  l>ut  only 
the  mode  of  payment.  The  notes,  instead  of  the  books,  become 
eTideaces  of  debt ;  and  if  tbe  notei  are  exchanged  dlrectlyi  do  other 
payment  is  neeeaiaiy.  If  the  merciuiBt  finds  it  for  hit  interest  to 
nejfotiate  the  note  held  by  hini»  the  oompliealioa  commeDoes.  But 
the  debts  to  be  paid  are  not  increased ;  the  real  nature  of  the  busi- 
ness remains  the  same ;  the  parties  have  only  changed.  The  mef^ 
chant  receives  the  amoont  payable  to  him  fh>m  the  person  to  whom 
he  negotiated  the  note;  and  with  tlie  amount  so  reeeiTed  he  can  pay 
the  note  giren  by  him  to  his  costomer ;  and  this  cnstomer  can,  with 
the  amoant  so  recetred,  pay  the  amoant  of  his  note  negotiated  by 
the  merchant.  It  is  the  same  when  botli  parties  negotiate  the  notes 
they  take ;  both  remain  debtors  ibr  the  notes  they  garc,  and  both 
receive  the  amount  needful  to  pay,  from  the  parties  to  whom  they 
toaosfer  tbe  notes.  It  is  thus  with  all  who  give  and  take  notes  in 
the  fonrso  of  their  bn.siness ;  they  use  the  notes  they  receive  to  cfTcct 
the  pnynii  iit  of  the  notes  they  gi?e;  and  it  is  the  same  with  bills  of 
exclmiiL-'L'. 

To  ellect  this,  further  complications  and  devices  become  necessary. 
A  class  of  men  is  formed,  who  make  it  their  bu.siness  to  deal  in 
these  securities,  or  evidences  of  debt.  If  a  banker  or  broker  par- 
chases  the  two  notes  given  by  the  merchant  and  his  customer,  it  is 
obvions  that  both  receive  tho  means  from  him  to  pay  tbe  notes, 
of  which  he  lias  become  holder  and  owner.  The  process  of  payment 
between  them  will  be  Tery  simple,  if  the  banhet  merely  give  each  of 
tbe  two  parties  credit  on  his  books  for  the  proceeds  of  the  notes  pofu 
diased  of  tbem.  Thftir  leapeetiTe  clieoks  on  these  credits  pay  off 
the  whole  indebtedness^  except  the  interest  dedacted  for  the  time 
the  notes  had  to  ron,  which  interest  they  most  pay  in  other  fiinda. 

Banks  become,  in  this  way,  substantially  book-keepers  for  their 
eostomers.  They  disconnt, promissory  notes  and  bills  of  exchange 
at  their  instance,  giving  them  credit  in  account  for  the  proceeds ;  the 
banks  can  well  afford  to  take  checks  upon  these  proceeds  in  pay- 
ment, because  they  giro  nothing  else  for  the  paper ;  and  evety  check 
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given  in  paymeut  reduces  the  liability  of  the  Itank  to  thai  amount. 
The  customers  of  the  bunks  are  indebted  in  large  amounts  for  notes 
given,  and  are  creditors  in  iar.i?e  amounts  for  notes  received;  tlie  notes 
arc  all  either  discounted  by  the  banks,  or  placed  in  them  fur  collec- 
tion ;  and  the  banks  thus  represent  both  creditors  and  debtors.  So 
far  as  the  banks  have  issued  bank-notes,  or  given  credit  for  promis- 
sory notes  and  bills  of  exchange,  they  can  receive  them  in  payment, 
for  it  is  their  own  currency.  Their  liabilities  to  the  poblie  are  for 
bank-notes,  and  credits  on  deposit ;  and  the  return  of  these  in  pay- 
ment is  a  redemption,  to  that  extent,  of  their  liability. 

The  books  of  the  banks  fiimish,  thns,  a  mode  of  adjustment  bj 
which  the  customers  are  enabled  to  apply  their  crediu  to  the  pay* 
ment  of  their  debts.  The  profit  or  commission  of  the  banks  is  the 
interest  for  the  time  the  discounted  notes  have  to  mn.  Promissory 
notes  placed  in  the  banks  for  collection  are  usually  paid  in  the  same 
way :  the  banks  can  afford  to  take  their  own  currency  for  these 
also,  because  it  is,  to  that  extent,  a  further  redemption  of  their  <l  jbt 
to  the  public.  So  far  as  the  indebtedness  of  the  customers  of  the 
banks  is  mutual,  it  is  readily  extinguished,  for  to  that  amount  the 
debtors  bold  credits  sufficient  to  make  their  'myments.  Every  one 
who  has  R  balance  to  pay,  mast  do  it,  of  course,  to  the  satisfaction 
of  the  bank.  It  is  by  the  operation  of  this  process  tluit  tlic  dis- 
charfTc  of  nmeh  the  largest  portion  of  the  debts  aauaally  paid  in 
the  United  States  is  effected. 

This  process  continues  with  a  regular  step,  because  the  notes  held 
by  the  banks  mature  day  by  day,  and  must  be  met ;  the  proper  fund 
to  pay  them  is  tlmt  which  the  banks  gave  for  them,  and  this  is  not 
only  the  most  abuiidant,  but  the  most  accessible.  The  demand  for 
tliis  fund  is,  therefore,  as  strong  and  con^tant  as  tiic  necessity  of 
paying  commercial  paper  at  maturity.  In  becoming  cltief  creditors 
of  the  men  of  business,  the  banks  issue  a  currency  which  would  not 
otherwise  exist,  and  which  becomes  a  medium  specially  adapted,  in 
qaaaUty  and  kind,  to  pay  every  debt  due  to  them.  The  debts  pay- 
able at  the  banks  are  the  proper  absorbents  of  the  currency  issued 
by  the  banks.  This  currency  is  good,  and  attains  circulation  be* 
cause  it  is  in  demand,  not  only  by  all  the  debtors  of  the  banks,  bnt 
by  all  who  are  their  debtors.  Such  ajarge  and  constant  demand,  . 
in  &ct,  makes  this  currency  uTailable  to  a  Tcry  wide  extent. 

The  debtors  of  the  banks  Ijccome  such  by  giving  promissory  notes 
for  eommodiUes  of  trade  in  general  use ;  and  they  stand  ready  to 
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receive  for  these  commodities  that  bttak  carrcncj  wbicb  will  pay 
their  debts.  The  tendency  of  this  currency  is,  therefore,  and  should 
be,  to  tlow  iMUsk  to  thft  bftokg  in  extiogoishiQeat  of  dvbto  there 

payable. 

In  this,  as  in  many  other  things,  where  the  largest  advantage  is 
found,  there  is  found  al:!0  the  greatest  danger  of  abuse.  The  great 
demand  for  this  ciureiicy,  arising  from  the  urgent  necessity  under 
wliirh  debtors  to  the  banks  are  })la(  (j(l,  of  paying:  their  notes  as  ihey 
niaiiirc,  invests  the  bank  currency  wiiii  tiic  fuil  power  of  money  ;  for 
that  wliich  will  pay  such  a  vast  amount  of  debt  is  needed  by  so 
iiuu.y,  thai  it  will  purchase  whatcrer  can  be  obtained  for  money. 
The  banks  seem  thus  to  have  it  in  their  power  to  mannfactare 
money,  and  they  are  importuned  to  lend  this  carrencj  aa  if  it  wot 
monej.  Their  power  of  safely  issuing  it  is  limited  strictly  to  the 
demanda  of  those  who  reqnire  it  to  pay  debts  matoring  in  the  baalES. 
It  can  only  be  good  when  the  debtota  of  the  banks  are  able  to  por- 
chase  it  from  the  hands  of  the  pablie,  and  when  they  do  so  pnrchase 
it  to  pay  their  debts  in  bank.  It  is  not  money ;  it  has  only  thia 
fnnetion  of  paying  debts  in  bank,  and  eireolating  as  a  sabstitnte  for 
money,  nndcr  the  stimulna  of  the  demand  for  it  by  the  debtors  of  the 
banks. 

The  banks  have,  however,  at  Tariona  times  and  places,  fallen 
largely  into  Uie  error  of  lending  their  currency  as  money  ;  and  there 
have  been  many  oecasfons  and  periods  when  their  debtors  became 
unable  to  return  it  to  the  banks ;  and  then  it  was  ofien  foand  ttiat 
the  promises  of  the  bank  were  worth  not  so  ninch  as  the  paper  on 
which  they  were  printed.  No  more  of  this  currency  can  be  issued 
safely  ilian  the  banks  can  find  not  merely  safe  men  to  borrow,  but 
men  wiio  have  something  with  which  they  can  actually  redeem  it 
from  the  hands  of  ihc  public,  and  restore  it  to  the  issuers.  If  the 
circulation  is  nut  kej)t  active  by  the  demand  of  the  (lel)tors,  and  if 
they  do  not  return  it  at  as  rapid  a  rate  as  that  at  which  it  is  issued, 
payment  will  be  demanded  of  the  banks  at  a  rale  with  which  they* 
cannot  possibly  comply.  This  abuse  of  issuing  currency  without 
dnc  precaution,  and  in  amounts  wholly  unjustifiable,  is  the  most  com- 
mon, and  one  of  the  worst  abuses  of  banking;  and  it  occurs  from 
ignorance  far  more  freqaeoUy  than  from  fraud. 

The  remedy  for  these  evils  which  has  been  most  relied  on,  ia  thai 
of  placing  the  banks  nnder  stringent  obligations  to  pay  their  enr- 
reney  on  demand  in  specie.  Thia  wonld  be  »  complete  remedy,  iC 
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compliance  were  possible  ;  bnt  tlmt  i>!  not  the  case  —  far  from  it.  Tt 
involve^  a  stock  of  the  prccimis  mrtril^  in  the  country  equal  to  tlio 
deposits  and  circulation  of  the  banks,  nnd  iipplicuble  to  this  purpose 
of  reraainini^  in  the  banks  :i>  a  focurity  for  their  issues.  Security, 
absolute  security,  should  be  retjuired  of  the  banks ;  but  it  is  surely 
on  error  to  assume  that  the  security  must  be  gold  or  silver.  There 
are  many  ways  of  securing  debts,  but  pold  and  silver  are  rarely 
thought  of  as  security,  yet  it  is  reciuired  of  the  banks  to  three  times 
the  quantity  in  the  country.  The  banks  are  required  to  hold  this 
secnriiy  for  public  benefit,  which  involyes  two  great  absarditics; 
one,  that  the  banks  should  bind  themsehes  to  perform  an  fmpossl* 
billtjr ;  the  other,  that  they  should  be  the  holders  of  the  eecnrlty  on 
vhich  the  pnbKe  is  to  rely. 

The  foot  that  bank  carrency  can,  to  a  certain  extent,  perform  the 
ftinctions  of  money  is  only  incidental ;  ft  Is  not  its  olBee,  nor  special 
porpose.  Becaase  its  special  ose,  however,  giTes  it  this  power,  and 
therefore  opens  a  wide  door  of  temptation  to  abnses  and  over-issao, 
seearity  becomes  necessary  not  only  as  a  restraint,  but  to  make  good 
losses  and  damage.  This  seeority  should,  therefore,  not  only  be 
such  as  can  be  given,  but  such  as  would  be  always  safe  and  avail- 
able;  and  the  banks  should  not  be  the  holders  of  it. 

The  exaction  of  payment  on  demand  by  the  banks  in  coins  for  all 
their  issues,  is  not  only  a  demand  with  which  they  cannot  comply, 
but  it  has  served  further  to  obliterate  the  distinction  between  bank 
issues  and  money.  So  loner  as  no  demand  is  made  upon  the  banks,  it 
is  assumed  that  liieir  is.sues  arc  convertible  at  the  will  of  flie  holder. 
They  olHaiii,  by  this  means,  a  higher  irredit  and  wider  circulation  ; 
and  that  is  looked  upon  as  money  which  i.s,  by  theory,  convertible, 
and  which  is  assumed  to  be  so  in  praciice.  The  temptation  to  both 
banks  and  borrowers  is  thus  increased,  and  the  volume  of  bank 
issues  swelled,  until  a  collapse  becomes  inevitable.  As  the  special 
function  of  bank  currency  is  to  pay  debts  to  the  banks,  the  rule  of 
issue  should  be  not  what  they  can  put  into  circulation,  whether  depo- 
sits or  notes,  but  what  they  can  recall  by  the  payments  of  their 
debtors ;  for  if  they  do  not  retom  the  notes,  the  banks  can  nerer 
redeem  them. 

In  all  the  processes  of  industry  and  commerce,  there  is  probably 
00  absurdity  tolerated  equal  to  that  practised  by  the  banks,  of  dis- 
counting the  paper  of  their  customers  running  firom  two  to  six 
months,  and  giving  their  bank-notes  or  credits  payable  on  demand 
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in  coius.  The  pensons  who  «;ivc  these  notes  take  from  two  to  six 
months  to  arrange  for  their  payment ;  the  banks  intervene,  abolish 
the  credit  which  the  course  of  trade  dictated  to  the  parties,  and  be- 
come responsible  for  the  whole  instantcr. 

The  banks  of  the  UuiltU  Stales  incur  this  liability  every  year,  to 
the  extent  of  not  less  than  $3,000,000,000,  and  are  at  no  time  free 
from  a  demand  for  less  than  $500,000,000  in  specie,  a  quantity  more 
than  doable  that  in  the  eonntry,  and  tenfold  that  held  by  the  banka. 
There  is  do  oonceiTaUe  plan  by  which  the  bonki  eoold  ftilfil  this  en* 
gagcmeot  It  would  be  impossible  for  the  drawers  of  the  paper  Urns 
taken  by  the  banks  to  anticipate  the  matnrity  of  their  obligations, 
and  pay  them  in  coins;  any  law  framed  to  enforce  snch  anticipation 
would  be  regarded  as  the  height  of  absnrdity  and  iignstice.  It  is 
this  fearfnl  blander  which  has  made  banks  of  drcnlation  the  terror 
of  many  minds^  and  the  object  of  snch  pnjodice  and  reproach  as 
scarcely  has  a  parallel.  Whilst  they  fulfil  dieir  legitimate  lonctions 
of  purchasing  individual  paper  with  their  own  cnrrency,  and  receir- 
ing  that  currency  again  in  payment,  their  usefaloess  is  admitted  and 
extolled ;  bat  wheneTer  the  solo  test  of  their  sonndness  is  applied, 
and  payment  in  coins  for  their  issues  is  demanded,  they  bare  no 
choice  but  to  be  ruined,  or  to  ruin  their  customers.  They  cannot 
pay  their  notes  ami  deposits  in  gold  or  silver,  and  must  suspend,  or 
commence  a  contraction  of  the  currency  which  works  a  public  itijury 
many  times  greater  than  tlic  cajdtal  of  the  banks  concerned  j  it  not 
only  ruins  individuals,  but  causes  tiic  sacrilice  of  a  vast  amount  of 
property,  and  wurks  a  still  greater  loss  by  depreciation. 

If  this  test  of  paying  ail  liabilities  on  demand  were  ajiplicd  to  the 
richest  firms  in  the  nation,  tiiey  would  all  fail.  That  ilie  banks 
undertiike  liiua  to  pay  dues  not  alleviate  ttie  absurdity  ;  for,  on  the 
one  hand,  they  should  not  be  permitted  to  uutjertake  impossi- 
bility }  and  on  the  other,  no  reliance  should  be  placed  upon  a  secu- 
rity absolutely  una? ailable. 

We  impose  upon  the  banks,  as  a  test  of  their  solidity,  a  condition 
which,  when  the  time  of  trial  arriTes,  becomes  a  scourge  to  the  whole 
community  in  which  they  are  situate.  It  is  a  test  which  enables  the 
banks  to  resist  the  folfllment  of  their  engagements  by  inflicting  a 
grievous  calamity  upon  the  public.  When  called  opon  to  pay  on 
demand,  they  reaist  it  with  all  the  powers  of  attack  and  defonce  they 
can  wield ;  and  they  daim  to  be  soimd,  not  nnfreqoently,  because 
they  have  hurt  the  public  more  than  the  pubttc  has  damaged  tiwa. 
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In  place  of  this  dangerous  condition,  the  banks  should  be  required 
to  give  ample  security  for  botli  their  notes  and  deposits,  and  that 
security  should  bo  lodged  with  the  State ;  they  should  be  required, 
under  severe  penalties,  to  keep  their  issues  at  par  with  speoic. 
Their  notes  and  deposits  should,  at  all  times,  be  receivable  for  any 
debts  due  to  them,  or  payable  at  their  counters  ;  but  they  should  not 
be  bound  to  jjay  specie  in  any  other  way  than  it  is  payable  by  their 
customers ;  that  is,  at  the  maturity  of  the  paper  discounted  or  pur- 
chased by  tbetn.  If  the  indindoal  paper  taken  by  the  banks  averages 
two  Boutlu  lo  matnrf^,  then  their  cnstomen  have  these^two  months 
in  which  to  employ  the  bank-notes  and  deposits  Issued  to  them  in 
-  payment  of  their  debts  in  and  ont  of  bank ;  and  daring  that  period 
of  ac(jo8tment»  the  banks  shonM  be  exempt  from  any  demand  fbr 
specie  apon  tlieir  issnes  so  employed,  both  becanse  they  are  perform- 
ing a  legitimate  office  for  which  they  are  specially  adapted,  and  from 
wliieh  they  could  not  be  withdrawn  without  serious  evil ;  and  becanse 
the  ciedit  on  the  paper  for  which  they  were  exchanged  is  not  ex- 
pired. The  claims  of  the  banks  on  the  public  ought  to  proceed  pari 
passu  with  the  claims  of  the  pablic  on  tlic  batiks. 

On  this  principle,  the  issnes  of  the  banks  would  be  absorbed  in 
payment  of  debts  doe  to  them.  If  not  so  absorbed,  the  banks  should 
only  receive  in  payment  that  which  will  redeem  them  when  ]irpsented. 
Whatever  liabilities  of  the  bank  are  not  thus  redeemedi  should  be 
amply  covered  by  available  security. 

The  prncticc  of  payini^  or  exiiiicruishiticr  debts  by  the  process  of 
clearinj^,  now  becoming  so  common  among  the  bank'?,  h  not  new. 
Three  centuries  ago,  a  very  large  proportion  of  the  payments  of  cen- 
tral Europe  were  made  in  that  way.  Then  it  was  effected,  on  a 
large  scale,  between  individuals ;  now  it  is  wholly  confined  to  the 
banks.  Then  it  was  the  chief  mode  of  accomplishing  the  vast  pay- 
ments arising  from  the  trade  of  the  multitudinous  fairs  of  that  period; 
and  it  so  continued,  until  other  modes  of  commerce  supplanted  that 
of  the  fairs.  The  clearing  at  the  fairs  was  simply  a  process  of  set- 
ting-oflF  debts  against  debts  —  the  same,  in  eflFect,  as  balancing  book 
accounts.  A.  said  to  B.,  yon  owe  me  a  tSionsand  florins;  pay  that 
amount  for  me  to  0.,  to  whom  I  am  in  debt  This  being  done,  A. 
is  acquitted,  and  thus  the  process  goes  on.  It  is  obvious  that  the 
final  balances,  among  hundreds  assembled  for  that  purpose,  may  be 
reached  by  setting-off  mutual  debts,  and  drawing  Terbally  on  each 
other  si  dghti  where  tiK  process  involTes  more  than  two  persons,  and 
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thus  continuing  to  pay,  until  the  result  is  reached  of  tliose  who  have 
more  coniinjr  to  thcni  than  thry  had  to  pay,  and  of  those  who 'had 
more  to  pay  than  they  had  due  to  ihi  m.  The  conclusion  of  the  whole 
was,  that  the  balauces  to  pay  were  tho  exact  amount  of  those  to 
receive. 

The  mode  of  payment  which  had  most  promioence  in  large  trana^ 
actioDSy  after  cimring  began  to  lose  !ta  importance  with  th«  deoaj 
of  the  fairSf  was  that  of  eircolation.  This  was  practised  not  only  at 
the  great  Banks  of  Venice  and  Genoa,  but  also  at  the  deposit  banks 
which  succeeded  them.  The  same  money  in  a  bank,  or  the  same 
erediis  upon  the  books  of  a  bank,  was  by  this  method  kept  drcnlating 
or  passing  from  person  to  person,  accomplisbing  a  continued  circle 
of  payments.  Its  eCTectireness  did  not  come  to  an  end,  for  it  moved 
in  a  circle  embracing  nearly  the  same  parties,  gradually  passing  firom 
the  men  of  one  generation  to  those  of  another.  This  circulation  is 
still  in  full  vigor  in  the  Bank  of  Hamburg,  and  other  snrrirors  of  the 
deposit  banks  of  the  seventeenth  century ;  but  it  has  no  counterpart 
in  our  more  modern  institntions.  The  deposits  in  our  banks  are  tho 
proceeds  of  discounted  commercial  paper.  The  credits  issned  by  the 
banks,  of  which  these  deposits  are  composed,  are  absorbed  and 
wholly  extiutruished  whenever  they  arc  paid  to  tlic  banks.  Their  ' 
place  is  supplied  continually  by  new  discounts  and  new  credits. 

Tins  mode  of  payment  by  circulation  of  the  same  money,  or  the 
same  fund,  as,  far  instance,  national  debt,  differs  from  clearinjr.  In 
the  former,  it  passes  from  hand  to  hand,  perforndnpr  all  the  payments 
its  successive  owners  can  eflTect  with  it.  If  those  owners  were  seated 
at  one  table,  they  could  circnhiic  a  sum  in  coins  from  hand  to  hand 
to  the  same  effect,  and  see  the  money  before  thctu  at  tlie  same  time. 
But  if  seated  at  the  same  table,,  they  could  extinguitih  a  large  ])ortion 
of  tlieir  debts  by  simply  exiiilriting  their  claims,  and  balancing  or 
clearing  them,  so  fiir  as  mutual,  and  by  verbal  transfers,  as  In  the 
&ir8,  until  the  final  balances  were  reached,  seldom  over  five  per  cent, 
on  the  amount  paid. 

Clearing  is,  beyond  all  question,  the  simpleslk  the  most  economi* 
cal,  and  when  applicable,  the  most  eflldent  of  all  modes  of  paying 
debts.  It  is  precisely  analogous  to  balancing  accounts.  Parties 
who  are  in  business  relations  arrange  to  ascertain  daily,  or  at  con- 
Tenient  times,  the  state  of  their  mutual  claims ;  and  having  verified, 
extinguish  them  by  set-off.  The  banks  of  New  York  extingoished 
among  themselves  in  that  way.  In  1857*  upwards  of  |T| 000,000,000, 
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or  npwftrds  of  $20,000,000  etch  day,  upon  wliich  the  dailjr  balances 
did  not  excefid  fire  per  eent  Thia  eoonnons  ram  is  cleared  in  New 
Yoric  alone,  witbont  tbe  nse  of  any  currency  or  medinm  of  payment 
wbatever.  It  is  done  by  eTidences  of  debt  bearing  the  items  of 
mntnal  claim,  by  a  statement  of  the  amonnts,  and  by  tbe  processes 
of  a  balance. 

The  banks  in  other  cities  avail  themsdres  also  of  the  economy  and 

fiicility  of  this  ])rocess.  These  clearing  establishments  ha?e  been 
gradually  improving  their  methods,  and  we  believe  there  is  yet  room 
for  progress  in  that  respect,  not  only  as  between  banks,  bat  that  the 
same  principles  and  processes  are  susceptible  of  many  applications 
between  individuals.  This  would  not  only  be  an  advantage  to  those  who 
may  adopt  tliem,  but  would  exert  considerable  influence  in  reducing 
friction  in  the  operation  of  the  money  and  credit  systems.  A  com- 
prelieiisivc  treatise  on  this  sul)jcct,  in  \vliicli  the  subject  shonld  be 
thoroughly  treated  in  reference  to  its  possible  ai>plicalions  to  clear- 
ing between  individuals,  would  be  an  important  addition  to  commer- 
ciol  literature.  The  fact  that  those  who  give  credit  to  the  greatest 
extent  take  it  from  others  most  liberally,  and  that  the  object  of  such 
l»ersons  is  to  apply  their  credits  to  pay  their  debts,  furnishes  suflicient 
ground  upon  which  to  build  such  an  inquiry. 

The  subject  of  interest  has  engaged  our  attention  upon  only  two 
or  three  pohtts.  Interest  is  almost  exclnsirely  considered  in  the 
light  of  a  charge  for  the  Qse  of  money.  No  adequate  e3q>1anation 
of  the  term  interest,  as  now  Tery  generally  employed,  can  be  given 
firom  that  point  of  view.  Strictly  speaking,  very  little  money  is  lent 
npoD interest;  there  is  probably,  in  the  United  States,  ten  times  as 
much  interest  paid  as  there  is  money  lent  upon  interest  We  do  not 
regard  the  proceeds  of  dtsconnted  notes,  whether  they  take  the 
shape  of  bank-notes  or  bank  deposits,  as  money.  They  are  merely 
the  credits  or  securities  of  the  bank  substituted  for  those  of  indi- 
viduals. Yet  these  bank-notes,  but  more  especially  the  deposits,  are 
really  the  chief  medinm  of  payment.  The  fund  upon  which  interest 
is  chiefly  i^ni  l,  is  that  which  stands  in  the  banks  under  the  name  of 
deposits.  The  two  great  items  Qf  interest  paid  in  this  country  are 
tbe  deduction  made  from  notes  and  bills  of  exchange  sold  or  dis- 
counted, and  loans  of  amounts  deposited  in  tbe  banks,  tbe  proceeds 
of  discounted  paper. 

Gold  and  silver  are  Feldom  lent  upon  interest ;  they  are  never 
sought  for  as  a  medium  of  payment,  because  a  check  upon  a  bank  is 
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prtferred.  Qold  will  oommand  no  higher  rate  of  interest  than  a 
credit  in  bank.  When  intereit  has  advanced  even  one  or  two  hondred 
per  cent.,  there  is  t^o  corresponding  advance  iu  the  precious  metals. 
The  cnrrent  rate  of  interest  depends  upon  the  facility  of  obtaining 
the  needful  supply  of  that  fund  which  is  usually  employed  in  paying 
'debts.  It  is  not  the  plenty  or  scarcity  of  this  fund  which  determines, 
the  rate  of  interest,  so  much  ns  the  disposition  of  the  holders.  The 
fluctuations  in  its  amount  do  not  correspond  with  the  fluctuations  of 
interest.  It  often  happens  that  the  deposits  in  the  banks  are  largest 
when  the  rate  of  interest  is  highest. 

There  are  many  speculations  about  the  level  of  the  precious 
metals,  about  money  flowing  to  one  country  and  from  another  :  this  '  / 

flux  and  reflux,  when  applied  to  problems  of  interest,  furnish  no 
light.  Within  the  range  of  trade,  foreign  or  domestic,  the  precious 
metals  receive  little  impulse  iu  any  direction  from  the  rate  of  in- 
terest; nor  do  they  exert  upon  it  any  appreciable  influence,  except 
80  far  as  the  loss  of  specie  by  the  banks  may  lead  to  a  contraetiott 
of  the  cnrrenoj. 

We  have  diacnaeed  the  topic  of  prices  more  elaborately,  perhaps, 
than  was  necessary  for  our  purpose,  which  was  chiefly  to  show  that 
the  relation  between  the  quantity  of  mon^,  or  cnrrency,  and  prieee 
was  not,  by  any  means,  so  close  as  many  have  supposed.  The 
notion  long  prevalent,  that  prices  were  exactly  a4jnsted  to  the  quan- 
tity of  cnrrency,  is  shown  to  have  been  long  since  exploded.  Among 
the  innumerable  influences  which  go  to  determine  the  general  range 
and  fluctuation  of  prices,  the  quantity  of  money  or  currency  is  found 
to  be  one  of  the  least  effective. 

This  subject  is  spedally  important  as  bearing  upon  the  results  of 
fluctuations  in  the  issues  of  banks.  Besides  the  fact,  that  quantity 
of  currency  has  loss  effect  upon  prices  than  is  generally  supposed,  it 
is  to  be  taken  into  account  that,  for  all  the  currency  issued  by  the 
banks,  there  is  a  special  and  constant  demand  from  the  debtors  of 
the  banks,  which,  prevents  it  from  having  as  much  influence  as  it 
might  otherwise  have.  The  debtors  of  the  banks  having  in  their 
possession  the  whole  range  of  commodities  to  which  prices  apply, 
are  offering  them  for  this  currency,  to  secure  it  for  their  con- 
stantly recurring  payments.  Their  constantly  maturing  obligatioos 
do  not  permit  them  to  hold  out  for  extra  prices. 

Wc  have  dwelt  at  some  length  upon  the  subject  of  public  pay- 
ments, with  the  view  of  tarniog  the  minds  of  financial  inquirers  to  a 
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tppie  -wlucli  liM  TCoelred  too  Uttie  ftttentkm.  PobKe  taxatkm  fan 
been  krgefy  disooaed  in  man/  oonntriei ;  Imt  the  nere  qnieitiott  of 
the  b«Bt  mode  of  effiseting  pablie  p«ymaiti  liM  not  reeeiTsd  tbo 

consideration  it  descrree.  The  history  of  ptodncti\  e  industry  and 
trade  tbovrs  that,  for  the  last  six  Iwndred  Jdara,  where  ciTilization 
has  been  highest,  efforts  to  improve  the  modes  of  payment  haTe* 
been  incessant  and  most  soccessful.  Froin  the  origin  of  the  Bank 
of  Venice  to  the  present  day,  in  Europe,  there  has  liecii  no  rest  from 
attempts  to  facilitate  jmyments,  nnd  economize  the  means  and  methods 
of  payment  The  motives  which  have  so  lonj^  and  so  continuously 
operated  on  the  ranks  of  industry  and  of  trade  must  have  b«ea  not 
only  strong,  bnt  well  founded. 

That  which  has  so  couslanliy  occupied  the  minds  of  men  of  bnsi- 
ness  cannot  be  beneath  notice  of  governments,  under  the  same  cir- 
cumstances. If  the  annual  rcccipt.s  into  the  treasury  of  France  are 
$300,000,000;  if  the  annual  receipts  into  that  of  Great  Britain  are 
$260,000,000 ;  and  if,  in  the  United  States,  the  treasury  annually 
receives  $75,000,000,  the  mere  method  of  receiving  and  disbursing, 
theie  mt  rerennet  most  become  an  important  ooB>idotation*-T«rf 
important,  if  we  take  the  conduct  of  the  most  iutelligeot  men  of  boat* 
ness,  for  ages  past,  as  a  criterion.  This  importance  asfers  to  tbo« 
people  from  whom  the  revennes  are  colleoted,  as  well  as  to  thoie  ta 
whom  they  are  paid,  and  to  the  government  itself,  in  regard  to  the 
Ihcility  and  economy  of  its  financial  operations. 

▲  financial  system  should  be  specially  adapted  to  the  habits  and 
Gostoms  of  the  people  for  whom  it  is  designed.  Vo  gorernmenjt  eaa 
long  depart  firom  the  nsages  of  its  people,  or  disregard  their  modes, 
of  bnsinees,  without  paying  tome  penalty,  soon  or  late,  for  the  mis* 
take.  Wc  regard  the  present  mode  of  admiotsterinir  the  treasury, 
of  the  United  States  as  involving  this  error.  The  habit  of  the 
people  to  employ  paper  currency  and  credit  wherever  they  are  appli- 
calile,  is- almost  universal.  This  use  would  be  still  more  general  and 
uniform,  but  for  restrictive  laws,  which  the  abuses  of  banking  have 
provoked.  In  the  face  of  this  custom  of  the  country,  the  public 
treasury  has  rejected  the  use  of  paper  currency  altogether,  and 
reserves  for  itself  an  exclusive  currency  of  gold  and  silver.  This 
policy  has  had,  during  nearly  its  whole  existence,  the  extraordinary 
support  of  the  California  gold-mines,  and  has  not,  therefore,  deve- . 
loped  fully  the  harsh  and  evil  tendencies  with  whicii  il  is  fraught. 
The  day  is  approaching  when  this  system,  if  coatioued  in  its  pre- 


Digitized  by  Google 


XVIRODUCTION.  19 

•ent  shape,  will  create  ft  finaocial  dlstmbMee  great  enough  to  eheke 
the  indintiy  of  the  country  to  its  centre,  and  endanger  any  adminia- 
tmtionivliich  maj  attempt  to  npfaold  it  - 

We  bave  compared  oar  ezdnsive  system,  aa  adminiitefed  mder 
Ihe  act  of  1846,  with  the  ftoaacial  qrstems  of  France  and  Great 
Britain,  and  find  nothing  ia  either  to  justiQr  or  encoarage  us  in 
eontinuing  a  scheme  of  finance  so  fraught  vMl  peril  to  the  inte- 
rests  of  labor  and  trade.  We  refer  to  the  manner  in  which  that  act 
has  been  carried  oat,  not  to  its  profisions  as  they  stand  in  the 
statute  book.  Our  system  assumes  at  once  the  attitude  of  being 
independent  of  the  people  nnd  the  commercial  institutions  of  the 
country.  It  has  been  very  aptly  called  the  Independent  Treasury, 
for  it  admits  no  sympathy  and  no  relations  with  the  business  or  the 
interests  of  the  people.  In  Great  Britain,  the  Exchequer  leans  upon 
the  Bank  of  England,  the  greatest  commercial  institution  of  the 
country ;  and  iu  this  way  a  sympathy  between  the  movements  of  the 
Exchequer,  or  public  treasury,  is  established,  which  runs  through 
and  tempers,  if  it  does  not  control  its  whole  operations.'  Besides 

1  The  followiog  aoeoant,  gW«n  bj  tfie    Eeonooiist,'*  No.  799,  of  Deocmber, 

1858,  page  1400,  a  commercial  journal  of  the  highest  character,  published  in 
London,  sliows  bow  carefally  the  authoritiea  of  the  Exchequer  look  to  the  in- 
terests and  convcnioDoe  of  those  from  whom  the  revenue  is  collected.  Com- 
plaints had  httm  ntiute  of  the  trovible  and  ifak  of  attending  to  pay  duties,  eron 
in  not«e  of  the  Bank  of  Bngbad. 

*'At  length,  in  1854,  the  treaaniy,  nt  its  own  aoeord,  deirteed  a  adiemo  of 
which,  as  it  ha8  been  in  preotioo  Bov  Mor^  low  fom,  the  saoeoM  and  effir 
oiency  have  been  fuHy  tested. 

"  Iu  the  year  1857,  the  net  amount  of  customs  duty  received  in  the  port  of 
London  me  iUl,496^S22,  boing^  in  loond  flsane.  aboot  half  of  the  lAole 
•aonnt  eoUeeted  ivithin  tiie  United  Kingdom.  TUa  som  wee  made  ap 
158,843  payments,  at  the  rate  of  514  in  number,  and  amounting  to  £37,210 
daily.  That  was  the  case  thfit  had  to  be  dealt  with.  The  treasury  adopted  two 
plans,  either  of  which  waa  within  the  reach  of  all  traders  alike.  1.  The  one 
plan  proTided  Ibr  the  receipt  of  the  checks  of  private  traders,  drawn  upon  such 
haakfliB  ee  would  ooaiplj  vith  oertaia  regoIetioBe  nade  with  a  tiew  to  the  aeen- 
.  ri^  sad  convenience  of  the  customs  department  According  to  those  arrange* 
mcnts,  a  check  being  presented  at  the  custom-house  in  payment  of  dutiop,  wag 
received  by  the  proper  officer,  and  the  necessary  entries  for  the  xiltimate  de- 
livery of  the  goods  were  proceeded  with ;  every  hour  a  clerk  was  despatched  with 
the  dbedEB  wldek  had  keen  ToeoiTed  within  tiio  hour  to  the  vations  bankers 
npoa  whom  tiuy  were  drawn,  wlio  plaeed  their  mark  npov  Otem,  wld^  made 
them  prt yable  by  the  Bank  of  England,  where  they  were  oharged  to  the  different 
bonken'  aocooata.   The  olerk  then  returned  to  the  onetom-home  vith  tfm 
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this,  the  Exchequer  is  a  coustaut  borrower  from  the  people,  to  the 
extent  of  nearly  the  whole  annual  revenue  upon  Exchequer  bills.  It 
borrows,  in  anticipation  of  the  public  revenue,  from  those  who  lend 
voluntarily  upon  short  loans,  and  is  thus  enabled  to  disburse  the 
revenue  previous  to  its  receipt.  This  is  a  great  accommodation  to 
a  large  class  of  lenders,  who  are  pleased  to  have  an  opportunity  of 
rcalizins:  interest  upon  short  loans,  and  upon  such  undoubted  secu- 
rity ;  ihia  class  are  thus  kc])t  iii  couslanl  riiuiions  with  the  goveru- 
meat,  and  are  prompt  to  supply  the  treasury  with  any  required 

  I    

diMks  10  narked ;  the  goods  ««•  cImmA  tad  diihr«vtd;  ud  tbe  wluiU  diMkt 
of  Um  day  paid  to  tba  pablie  aooonni  at  the  Bank  of  Englaad  at  tha  eUm  af  tke 

liny,  'where  they  were  adjusted  to  the  various  accounts  to  whicii  they  applied. 
By  this  means  a  merchant  had  tbe  cbeck  By-^tom,  and  all  the  security  attaching 
to  it,  extended  to  the  payment  of  duties,  while  the  Crown  ran  no  risk.  2.  The 
other  plan  consisted  of  an  arrangement  with  the  Bank  of  England,  \3j  which  a 
special  daaeripttoa  «f  tealMiale  iheold  be  made  to  be  used  tmSnu/tffAy  far  eaa- 
toms  dattee,  and  to  be  reodived  at  Uie  bank  only  from  Hm  anstonia  departnaDt. 
They  are  denominated  castoma  cbeckfi.  The  different  bankers  receive  them 
from  the  Bank  of  England  as  thoy  do  their  own  notes ;  and  supply  their  cus- 
tomers with  tbem  as  they  are  required  for  the  specific  purpose  of  paying  duties. 
Tfy  this  meana  all  zisk  of  thaft  and  fravd  it  aTi4dad.  To  all  intents,  they  are 
bank-notoSy  bnt  to  be  used  ool^  for  a  pacific  ol|{eet,  and  naelesa  for  any 
otber. 

"  The  utiUty  of  these  arrangements  is  now  seen  by  tbe  great  extent  to  which 
mcrcfanntH  imve  u^ed  thorn.  In  tbe  last  year,  the  payments  of  customs  duties 
wore  made  in  the  tLtUowing  way:  — 

100^781  {wjmeuU  In  cub....  Jt3,320,4f» 
ai,Tia      «      by  eBrtom  apedit  BotM..^......  4.610.M4 

XMal  psymcDti»  WtJUM  Votel  a»oiint»..«.».«  £l1«MkiStt 

Therefore,  of  XI1,40S,^,  tbe  total  amount  of  payments,  only  £8,820,492  was 
made  in  cash  under  the  old  plan ;  while  £8^174,799  was  made  in  the  two  new 

modes  of  checks  and  special  bank-note*.  And  evon  tlio«c  payments  wliich  con- 
tinue to  be  made  in  cash,  consi>'t  of  the  smallest  sums,  as  the  number  of  pay- 
ments made  in  this  way,  and  representing  the  smaller  sum  named,  is  no  less 
than  100,781 ;  while  the  number  representing  the  larger  sum  is  only  58,062. 
The  average  amount  of  the  paymento  in  eaah  is  £83  19*. ;  wbile  tbe  average  in 
traders*  cbeeks  is  £101  8«.  id.,  and  in  special  bank-notofi.  £204  a>.  2d. 

"But  the  conTonir'noo  and  security  which  are  pnincd  by  the  rnr«;cli!mt  by  this 
system,  great  as  they  are,  do  not  constitute  all  the  adviintuirc-*  whicii  it  nlTorJ?. 
It  effects  a  gi-eat  reduction  in  the  currency.  But  for  it,  the  sum  of  £8,174,709 
of  bank-notes,  iasnod  under  the  limit  of  the  act  of  1844,  would  have  been  re- 
4|uired  in  1857  mora  than  were  aotnally  vaed." 
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Msistanee  in  financial  emerpreTicios.  The  creditors  of  tbe  public 
deiiTd  even  more  adyantage  from  this  mode  of  disbursement  in 
anticipation  ;  for  the  Exchequer  beincr  nlways  rendy  to  pay,  the 
whole  i)ayments  of  the  annual  expenditure  arc  m;ide  not  only  with 
more  regularity,  but  probably  weeks,  if  uot  mouths,  in  advance  of 
what  would  otherwise  be  the  time. 

The  pre^ncnt  financial  system  of  France,  the  result  of  a  reform 
which  has  been  in  progress  under  the  auspices  of  men  of  great  ability 
and  experience  for  more  than  thirty  years,  is  perhaps,  in  many 
aspects,  the  most  perfect  of  any  now  extant.  It  has  rescued  the 
finances  of  France  not  only  from  the  greatest  confusion  and  embar- 
rassment, but  has  placed  them  in  a  more  enviable  position  than 
those  of  wj  eoQiitiy  !n  Bnrope.  To  the  sttonlshi&etit  of  the  capi- 
tftliBts  of  Europe,  the  goTernment  of  France  was  able  to  borrow,  in 
1865,  for  the  ezpendUnre  of  the  war  in  the  Crimea,  upwards  of 
$250,000,000,  without  resorting  to  the  city  of  Paris,  or  capitalists 
out  of  France.  Kot  only  so,  but  the  sum  actually  offered  in  the  de- 
partmoits  out  of  Paris  was  $S83,000,000.  This  offer  to  the  govern- 
ment  was  from  800,000  persons  in  the  Interior  of  France,  very  few 
of  whom  would  have  been  lenders  to  tbe  public  but  for  the  very  ex- 
cellent financial  system  which  now  prevails  in  that  empire. 

lu  Great  Britain  and  France,  large  use  is  made  of  treasury  notes, 
called,  in  the  one,  Exchequer  bills,  aud  in  the  other,  Bons  dn  Tresor. 
In  both  countries,  the  ministers  of  finance  are  permanently  author- 
ized to  issue  them  upon  certain  principles,  and  under  specific  rcgula- 
lions.  Tn  Enirland,  the  Exchequer  bills  are  issue  1  and  managed 
with  :i  skill  and  success  which  noihing  of  tiie  kind  can  surpass.  lu 
neither  country  has  there  been  an  ovor-i^sue  of  these  treasury  securi- 
ties, for  more  than  a  generation  past.  In  Prussia,  a  treasury  cur- 
rency in  denominations  as  low  as  five  dollars  has  been  issued,  for  that 
length  of  time,  and  no  abuse  has  occurred,'  It  is  very  true,  that  the 
over-issues  of  the  assignats  during  the  French  Revolution,  of  the  con- 
tinental paper  currency  during  the  American  Revolution,  and  tlic 
later  over-issues  in  Russia  and  Austria,  are  well  calculated  to  create 
distrust  in  the  minds  of  all  whose  attention  is  turned  to  the  use  of  a 

>  The  PrussiMI  government  is  so  c*rcfal  of  the  credit  and  stability  of  thb 

cmis'iion  of  currency  from  tlie  public  treasury,  flint  it  rdcems  promptly  every 
counterfeit  brought  to  the  pubfic  offices.  By  this  wise  policy,  it  obtains  tiie 
earnest  informatioa  of  the  existCDCo  of  coanterfeits,  and  is  thus  able  promptly 
to  follow  offondors.  Of  oours^  this  grotty  iBcnuso  oo&fidenco  in  the  oaRwey. 
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paper  currency  for  pnblic  purposes.  But  as  this  whole  matter  re- 
solves itself  into  questions  of  knowledge,  official  intesrrity,  and  finan- 
cial skill,  it  should  not  be  hummarily  disiuissed,  unkss  it  is  conceded 
that  these  requisites  are  bcjond  the  reach  of  our  goTernmeat.  When 
we  remember  the  fact,  that »  bank  can,  with  its  own  notes,  or  credits 
on  its  books,  purchase  commeieial  paper  to  the  amount  of  milliona 
of  dollars,  and  that  it  can  take  its  own  notes  and  issues  in  payment 
of  this  commercial  paper  as  it  matores,  thns  providing  a  speislal  ear- 
rency  for  this  pnrpose,  and  saving  the  nae  of  niUions  of  monej— 
when  we  know  that  many  nations  conld  pay  the  entire  national  ez- 
penditore  in  treasury  notes,  and  that  they  oonld,  of  course,  afford  to 
take  snch  notes  in  payment  of  all  dues  at  their  pnUie  treasuries,  we 
should  hesitate  to  give  np  the  problem  of  a  goyemment  currency  as 
impossible  to  solve.  ' 

The  truth  is,  not  only  can  it  be  solved,  bot  it  is  of  much  easier 
solution  than  many  others  which  constantly  engage  the  attention  of 
men  in  authority.  The  order,  subordination  and  numerous  checks 
which  now  oharacterizo  our  treasury  department,  are  a  far  greater 
triumph  of  fmnticial  skill  and  good  admiuislralion  than  would  be 
successful  oinploymcnt  of  treasury  notes  as  a  currency.  Of  course, 
such  an  is.<uc  by  the  treasury  could  only  be  upon  a  well-devised  plan, 
and  well-settled  principles,  to  be  as  faithfully  observed  as  are  the 
present  processes  of  the  mauy  fuuctiouaries  of  the  Treasury  Depart- 
ment. 

Tlio  leading  principle  of  every  such  emissiou  of  paper,  as  well  as 
that  of  the  banks,  is  to  issue  eoly  so  much  as  will  returu  in  the  regu- 
lar course  of  the  boriness  in  which  the  iisiie  is  made.  It  is  not,  and 
should  not  be,  the  issue  of  so  much  as  will  not  probably  be  returned 
for  payment^  but  the  issue  of  so  much  as  will  inevitably  return  in 
payment  to  the  issuer.  Whatever  amount  the  return  payments  to  the 
Issuer  will  absorb,  is  a  safe  emission ;  beyond  that,  all  is  unsafe. 
The  Treasury  of  the  United  States  conld,  in  any  year,  issue  oue- 
fourth  the  amount  of  the  estimated  income  in  treasury  notes ;  the 
next  year,  one>haIf ;  the  following  year,  three-fourths ;  and  by  the 
experience  gained  in  three  years»  the  officers  eotmsted  with  this  duty 
conld  manage  snch  emission  without  danger  of  oTer-issue.  If  the 
public  would  not  readily  receive  them,  they  should  not  be  issued  at 
all ;  if  they  should  fall  below  par,  immediate  measures  should  be 
taken,  at  any  cost,  to  recall  them  in  snch  quantities  as  would 
festore  them  to  perfect  equality  with  gold. 
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'  The  suggestious  made  iu  the  cluipler  on  public  payments  aro 
chiefljr  intended  to  stimulate  inquiry,  and  secure  tiie  attenUoQ  of  mMi 
vbose  eaqwriancein  finuieULl  dtdn,  and  gifii«nl  knowledge  of  boai- 
mut  may  enable  them  to  throw  mmdo  light  on  the  iatereetiog  qnes- 
tioiie  i&TolTod  in  the  whole  snbjeet 

Althon^^  it  has  not  been  onr  design  to  propose  velbnni,  or  e?eo 
to  give  intimations  of  that  kind,  we  cannot  firafoear  mtrodooing  here 
•  fiirthor  remark  on  the  snbjeet  of  bank  depostts.  In  onr  large  eiUes 
these  an  of  great  amonnl^  and  npOA  their  aumagement  depends  very 
largely  the  state  of  the  cnrrenoj  thnraghoot  the  whoh)  country.  If 
jsity  banks  are  oonstroined  at  any  time,  by  a  demand  for  the  precious 
metals,  to  contract  their  issues,  and  to  withhold  the  customary  fitfaii* 
ties  of  banking  by  refusing  to  disooont  eommerdal  seearities,  the  con- 
traction of  corrency  which  ensncs  becomes  an  occasion  of  loss  and 
damage  often  tenfold  greater  than  the  amount  of  specie  involved  in 
the  demand.  A  contraction  of  currency  by  the  banks  in  New  York 
soon  extends  its  baleful  influences  throiiffhout  the  whole  land.  Tiie  mis- 
chief becomes  vastly  disproportioucd  lo  its  cause.  It  is  in  view  of  the 
magnitude  of  this  evil,  and  of  its  frcijuLiii  and  inevitable  occurrence, 
that  we  make  a  sup^geslion,  dictated  more  by  a  desire  lo  save  the 
community  from  harm,  than  to  save  the  banks  from  any  liability  for 
specie  to  which  they  are  justly  exposed.  The  banks  should  be  even 
more  desirous  to  prevent  these  evils  ihau  to  protect  their  reserve  of 
coins  and  bullion. 

The  danger  of  the  dly  banks,  which  drives  them  to  the  measoie  of 
oontracting  the  enneney  as  a  delhnee,  arisei  mainly  from  liability  to 
pay  their  deposits  on  demand  in  specie.  Now,  howerer  great  may 
be  the  dililcntty  of  changing  our  present  banking  system,  so  fiv  as 
bank-^otes  tie  eoaoecned,  it  does  not  hztend  to  deposits.  Theee  be- 
long  to  the  cnstomers  of  the  bnnks»  residmg  for  the  moat  part  in  their 
▼ioinity,  whose  chief  bnsinem  with  the  banks  is,  throngh  them,  to 
apply  their  credits  to  the  payment  of  their  debts.  This  is  mainly  done 
by  the  proceeds  of  discoohted  notes,  wttfa  an  aTcrage  of  more  than 
two  months  to  mn.  The  banks  may  propose  to  this  large  dass,  that 
the  proceeds  of  diseonnta  shall  only  be  entered  to  their  credit,  pay- 
able  in  legal  currency  when  the  disconnted  paper  matures,  bnt  receiv- 
able as  now  at  all  the  banks  for  every  debt  payable  there.  This 
WOold  ensure  the  deposits,  for  every  legitimate  pnrpose  to  which  they 
are  applicable,  ample  circulation;  indeed,  they  would  be  no  less  cur- 
tat  and  acceptable  than  they  are  at  present.   They  coald,  with  equal 
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effuetiveuess,  fill  every  proper  function  to  which  they  are  adapted. 
They  woald  cease  to  be  an  object  of  OTerwhelming  alarm  wheneTer  a 
dema&d  for  tlie  predonB  metab  oeeamd ;  tbe  banks  coold,  therefore, 
in  the  face  of  radi  a  demand,  continue  Uieir  diaeounts,  and  supply 
the  nsnal  ihcUitieB  of  payment,  knowing  that  the  eonstant  progress 
of  payments  to  them  would  absorb  all  these  issnes  of  credit  before 
specie  conld  be  demanded  for  them. 

Some  modification  of  this  plan  might  certainly  be  arranged  by  men 
with  dear  views  of  the  sabject,  and  suflBcient  experience  in  banking; 
the  effect  of  which  wonld  be  to  place  the  dtj  banks  npon  a  safer  basis 
than  they  baye  ever  yet  rested  on,  andto  take  away  firom  them  all  pre- 
text for  those  sudden  contractions  of  currency,  which,  whilgt  they 
are  a  scoarge  to  industry  and  trade,  make  the  banks  themselves 
constant  objects  of  reproach  and  detestation  to  a  large  class  of  the 
community. 

There  is  nothing  in  the  law  of  legal  tender  to  prevent  this.  The 
banks  now  ngrec  to  pay  the  proceeds  of  discounted  notes  on  de- 
mand, and  of  course  that  law  places  them  under  the  obligation  of 
paying  in  gold  or  silver.  But  on  the  plan  proposed,  the  banks  would 
only  atrreo  to  pay  the  iimreeds  at  maturity  of  the  discounted  paper, 
with  the  additional  stipulation  that  these  credits  would  be  receivable 
in  all  payments  to  tlie  banks.  Under  such  an  arrangement  the  banks 
would,  at  all  ordinary  times,  treat  these  deposits  precisely  as  they  do 
now  ;  but  in  case  of  a  demand  for  specie  for  exportation,  they  could 
choose  between  contracting  the  currency  and  refusing  to  pay  specie, 
except  under  the  terms  of  their  contract  with  their  depositors.' 

The  Older  in  which  we  have  presented  the  subjects  of  this  Tolome 
seems  to  us  tbe  logical  one;  but  we  bare  no  doubt  there  are. many 
who  will  be  more  inclined  to  look  first  a(t  what  is  advanced  on  the 
snl^ect  of  the  credit  system.  This  will  naturally  be  the  case  with 
those  who  are  already  fiuniliar  with  the  subject  All  such  may  com- 
mence their  examination  at  the  seventh  chapter,  turning  to  the  pre- 
vions  chapters  only  as  they  may  find  occasion,  from  the  tenor  of  the 
matters  discussed. 

'  A  memoraiiJum  soinewhftt  in  this  form  mipht  be  prefixed  to  each  bankbook: 
"  Tbe  proceeds)  of  all  notes  discounted  fur  C.  1>.  shall  be  placed  to  his  credit, 

payable  in  gold  or  dlvar  to  tlie  said  C.  D.  at  the  maturity  of  the  notes  diwounted; 

but  mtjeet,  fn  whole  or  in  part,  to  the  dieek  of  C.  D.  in  payment  of  any  debt 

doe  to  the  bank,  or  fbr  the  purpoee  of  trantftning  tiie  same  to  any  other  bank 

or  person." 
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CHAPTER  I. 

Sieekaugr,  of  commodities  an  incideni  of  cioiUMd  life — The  ageneiet  fiy 
vhich  thi.i  errhnnge  it  effected  must  not  be  confounded  with  the  exrhange 
itself —  T/i'  fi/urss  tind  of  these  agencies  can  be  best  defrrmitied  by 
trealing  them,  as  agencies  more  or  less  necessary  to  the  main  pur^sc  — 
Money,  and  money  of  account.  0 

Ik  oivilised  life  the  indoBtry  of  men  is  so  krgelj  developed 
and  snbdiYided,  as  to  inTolve  an  incessant  exchange  of  commodi- 
ties and  sernces.  GiTiUsed  men  require  food  and  clothing  of 
great  variety  in  form,  snbstanoe  and  preparation.  Their  dwell* 
ings  and  famitore  are  equally  varied,  and  demand  for  their  pro- 
duction an  equally  varied  and  subdivided  industry.  Intellectual, 
moral  and  religious  wants  and  exigencies  engage  also  a  large  force 
of  subdivided  labor.  In  this  division  of  labor,  there  is  one  large 
class  employed  in  producing  and  preparing  food;  another  in 
producing  and  preparing  raiment;  another  in  building ;  another 
m  iiimishing  buildings ;  and  another  in  the  labor  of  mmister- 
ing  to  intcllectua],  civO,  moral  and  religious  wants:  each  of 
these  largo  divisions  is  again  subdivided  into  lesser  classes ;  and 
these  again  by  innumerable  ramifications  and  divisions,  until 
each  person  is  reached  in  his  separate  individoality.  The  whole 
labor  of  society  is  thus  apportioned  among  all  its  members  in 
that  way  which  the  force  of  circumstances,  and  their  intelligence, 
has  dictated.  In  every  community,  much  the  larger  immLer  of 
pcr;i0U3  are  mere  laborers,  and  iiuvc  oiil^  their  labor  to  give  iu 
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excliange  for  such  of  the  comforts  of  life  as  they  may  require. 
In  every  case,  however,  whether  wc  regard  classes  or  individuala, 
a  continual  series  of  exchanges  is  involved.  The  manufacturers 
of  clothing  must  have  food,  shelter  and  furniture ;  the  producers 
of  food  must  have  clothing,  shelter  and  furniture;  the  huilders 
and  furnishers  of  houses  must  have  food  and  clothing ;  those  ' 
■who  minister  to  intellectual,  civil,  moral  and  religious  wants, 
need  all  those  things ;  and  the  others,  in  like  manner,  require 
their  services.  Descending  to  every  individual  of  each  class, 
eacli  ])crson  must  give  his  labor,  the  product  of  his  lahor,  or  the 
products  of  the  labor  of  others,  in  order,  with  that,  to  purchase 
what  he  requires.  Every  individual  who  earns  a  living,  whether 
by  his  own  labor  or  that  of  others,  must  exchange  what  he  has 
for  that  which  he  wants.  Even  merchants,  whose  chief  business 
it  is  to  assist  in  this  great  interchange  of  commodities,  exchange, 
by  a  continued  process,  their  old  stock  of  goods  for  a  new  one. 
The  progress  of  industry  and  society  is  thus  mainly  character- 
ized by  a  constant  series  of  exchanges,  in  which  every  individual 
takes,  directly  or  indirectly,  an  interested  part.  The  manufac- 
turer who  produces,  by  the  labor  of  others,  goods  to  the  value 
of  half  a  million  yearly,  exchanges  iheve  goods  for  the  raw  mate- 
rials and  labor  which  enable  him,  in  a  Bueceeding  year,  to  pro- 
duce a  like  amount.  The  professional  man,  the  artist,  or  the 
laborer,  exchange  the  ezerdse  of  their  leanung,  skill  or  labor  for 
iihat  they  want,  oonsnme  or  enjoy. 

The  reader  may  doTelop  more  fully,  and  dwell  npon  these 
great  features  of  industry  and  civilization,  viewing  them  thus 
apart  from  the  mere  i^noies  by  whioh  this  vast  interchange  is 
sifocted.  It  is  not  diffienlt  to  cUstingnish  between  the  thing  to 
be  done,  between  the  exiihaBge  thus  accomplished,  and  the  means 
by  whieh  it  b  done.  One  lai^ge  and  important  dass  of  socielj 
is  composed  of  the  various  ag«its  engaged  m  the  process  of  this 
interchange  as  their  business  or  profession:  merchants,  with 
their  attradants,  bankers,  brokers,  derks,  traosporters,  and  the 
laborers  eonneoted  with  them,  constitute  that  elaas  in  every 
country.  But  other  ageneies  are  also  prominent,  such  as  ships, 
boats,  canals,  railways,  warehouses,  shops,  books  of  account,  and 


Lioogie 


BXOHAir«l  OP  OOMMODITIKB. 


27 


money.  None  of  these  are  essential  to  tbe  idea  of  an  cxclian/ie. 
They  are  facilities,  agencies,  aids  more  or  less  desirable  or  indis- 
pensable, according  to  circumst:incc8.  Men  who  nre  near  to  cuch 
other  may  efl'ect  their  exchanges  without  the  aid  of  merchant, 
broker,  ship  or  carriage.  They  may,  by  means  of  bouks  of 
account  and  matual  charges  and  credits,  wholly  dispense  with 
money.  The  intervention  of  money  has,  in  no  small  degree, 
Uiaded  men  to  the  distinction  between  the  exchanges  of  indus- 
teial  life  and  the  means  or  agencjas  by  which  they  are  accom- 
plished. This  agency  of  money,  although  one  of  the  most 
import»nt|  and  doubtless  one  of  the  oldest  and  most  expensive, 
ia>  hoiroT«r,  Tery  far  from  being  an  indispensable  concomitant  of 
an  excha!iirc  of  other  commoditieB.  The  advantage  of  a  eonuaum, 
medium  of  real  value,  for  which  men  could  safely  sell  any  cooh 
nodity  they  had,  and  with  it  as  readily  purchase  any  they 
required,  cannot  easily  be  over-stated.  Moneys  hoire?er,  is  not 
of  the  essanoe  of  an  exchange,  but  only  an  agent  to  be  employed 
when  some  advantage  is  to  be  gained  by  resorting  to  it,  of  faci- 
lity, security  or  otherwise.  When  a  man  sells  an  hnndred  boahela 
of  vheat  for  1(150,  and  with  that  money  purchases  three  tons  of 
iron,  the  transaotton  is  an  ezdiange  of  the  wheat  for  the  iron. 
Tbe  money  employed  is  as  much  an  agent,  as  the  wagon  nsed 
to  transport  the  wheat  and  the  iron.  The  exchange  could  have 
been  made  without  it^  bnt  it  was  used  heoanse  the  parties  foaad 
it  more  con¥enient  or  advantageous  to  do  sik  Even  when 
money  is  employed^  its  real  value  as  an  equivalent  is  not  an 
essential  ingredient  of  the  exchange.  If,  unknown  to  one  or  both 
parties,  the  money  employed  is  counterfeit  and  worthless,  the 
exchange  of  the  wheat  for  the  von  is  none  the  less  perfect  and 
satisfactory  to  all  parties;  and  the  counterfeit  money  may  con- 
tinue to  drcnlate^  and  be  the  medium  or  agent  in  many  such 
exchanges,  ,  before  it  is  discovered.^  All  these  exchanges  will  be 
as  perfect  as  if  effected  with  good  money.  This  does  not  prove 
that  when  money  is  used  as  equivalent,  it  should  not  be  really 

'A  counterfeit  dollar  may  be  the  agent  of  a  hundred  exehunges,  and  only 
the  value  of  the  dollar  be  lost  by  one  person,  in  whoso  hands  it  is  detected. 
A  Urge  quantity  of  false  money  it  always  in  circulation. 
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what  it  purports  to  be ;  it  only  shows  that  exchaTigc?  of  commo- 
flltios  may  be  cfioctod  •witlioiit  a  real  equivulent  as  a  medium. 
Wlieat,  in  the  case  above,  pays  for  the  iron  ;  the  commodities 
exchanged  arc  the  compensation,  or  payment,  for  each  other. 
Thus,  in  the  course  of  the  year,  a  man  exchanges  the  commodi- 
ties he  makes,  or  has  for  sale,  for  those  which  he  requires ;  that 
is  the  main  feature  and  object  of  his  business.  The  professional 
man,  and  he  vho  minkters  to  intellectual,  civil,  moral  and  reli- 
gions wanfta,  ezehangee  h)s  senioes  for  that  which  he  consamee 
or  requnres.  These  multifarioos  exchanges  are  effected  with  or 
without  money,  or  other  ordinaiy  agency  of  ezdianges ;  their 
heneficial  results  do  not  depend  upon  the  manner  in  which  they 
are  effected.  The  exchange  of  the  commodities  heing  the  object, 
every  advantage,  facility,  secority  and  economy  wonld  be  resorted 
to  in  accomplishing  that  object. 

We  thus  insist  upon  keeping  the  object,  and  the  means  or 
agencies  of  effecting  it,  separate  and  distinct,  as  necessary  to 
attaining  clear  views  of  the  whole  snbject.  As  economy,  facility 
and  security  are  to  be  consulted  in  the  thing  to  be  done,  it  is 
necessary  to  keep  the  agencies,  in  all  cases,  in  a  subservient 
position,  to  be  employed  or  not,  to  be  changed  and  modified  or 
not,  exactly  as  the  main  object  dictates. 

Although  our  design,  at  present,  is  to  treat  of  only  one  class 
of  the  agencies  in  effecting  this  great  interchange  of  commodities 
and  services,  that  which  relates  to  commercial  payments,  in- 
olodfaig  money  and  all  its  substitntes  and  modifications,  we  hold 
it  to  be  specially  important  to  a  true  comprehension  of  the  sub- 
ject thsct  the  agent,  whatever  it  may  be^  should  always  be  treated 
as  subordinate  to  the  object  which  is  accomplished  t>y  it.  Money, 
in  all  its  forms  and  modifications,  is  to  be  employed  or  not,  and 
to  a  greater  or  lesser  amount,  as  circumstances,  commerdal  skill 
and  convenience  require;  always  considering,  first,  the  ex- 
changes to  be  effected,  and  next,  the  means  of  effecting  them. 
This  is  the  channel  which  men  pursue  in  the  actual  progress  of 
busmess,  and  it  is  that  which  will  conduct  us,  with  proper  dis- 
crimination, to  the  clearest  views  of  the  suljcct. 
.  But  another  distiuctiuu  is  e<^ually  to  be  marked  and  kept  up 
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in  the  mind  by  those  who  would  attain  to  clear  conceptions  on 
(he  sabjeot  of  moiiej*  We  refer  to  the  distinction  between  the 
preoiooB  metals,  as  a  common  equivalent,  and  coins  from  a  pabUo 
mint.  It  ahonld  be  anderstood  that  it  ii  not  eoinmgo  which  con- 
Terte  the  precious  metals  into  money.  Thej  would  be  used  ae 
snob  were  there  no  ooinsy  as  is  the  case  in  China.  Coinage  does 
not  give  the  preei<Nis  metals  a  raloe  whieh  they  had  not  before. 
It  is  not  in  the  power  of  any  nation  to  r^golate  the  price  of  gold 
or  silver ;  this  price  most  depend  on  cireomstsooss  which  no 
nation  can  control.  But  thoogh  coinage  is  not  that  whioh  giYCS 
their  valae  or  price  to  gold  or  sflTer,  it  is  that  which  prepares  it 
properiy  for  the  pmposes  of  a  medinm  of  exchange.  In  all  the 
large  payments  in  which  gold  is  now  employed,  it  wonld  be  nsed 
in  the  shape  of  bar8»  if  not  in  that  of  coins.  In  the  case  of  sneh 
payments,  the  mint  needs  only  to  prepare  bars  of  fine  gold  or 
sOver,  of  some  nniform  standard  or  quality,  in  order  that,  in 
paying,  only  the  weight  wonld  have  to  be  Terlfied  or  ascertained. 
Gold  and  silver  may  then  answer  all  the  purposes  of  money, 
without  bemg  coined;  for  retail  purposes,  and  small  payments, 
the  coinage  affords  a  facility  or  convenience  which  is  fully  appre- 
dated  and  admitted  on  all  hands.  But  the  coins,  as  sndi,  do 
not  constitute  the  money.  The  coins  have  a  uniform  shape, 
weight  and  quality,  or  standard,  and  in  this  consists  their  charac- 
ter. Prices  are  not  expressed  in  coins ;  that  is,  coins  are  not 
exhibited  to  express,  signify  or  mark  the  price  of  any  commo- 
dity. There  is  a  mode  of  expressing  prices  or  amounts,  which 
is  jiorfectly  intelligible,  in  whicli  coins  are  not  employed. 

The  sums  written  in  books  of  account,  uud  upon  the  face  of 
promissory  notes  and  hills  of  exchange,  are  nut  iuiiehtcd  fur  their 
definite  meaning  to  coins  or  coinage.  Previous  to  our  adoption  of 
the  dollar  as  the  unit  of  our  money  of  account,  all  prices  were 
expressed,  and  books  wure  ke]>t,  in  pounds,  shillings  and  pence, 
>vhich  had  no  corresponding  coin ;  so,  also,  were  promissory 
notes  and  money  securities  expressed.  These  denominations 
•svtre  the  money  of  account  of  that  day,  as  the  dollar  is  at  pre- 
sent. It  is  well  known,  as  we  shall  remark  more  fully  hereafter, 
that  these  terms  had  a  different  significance  in  Massachusetts, 
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New  York  and  Pennsylvania.  In  each  of  these  the  unit  had  a 
different  value  or  power,  which  was  perfectly  understood  by  the 
people  in  tboM  different  States ;  ftlUMmgh  in  neither  was  there, 
or  had  there  erer  been,  any  coin  oorreeponding  with  these  varions 
vnits.  Men  can  carry  in  their  minda  a  unit  of  value,  as  thef 
ean  cany  the  idea  of  a  foot,  a  yard,  a  mile,  or  aa  am;  or  of  a 
pound,  an  oonoe,  or  pennyneigbt.  The  physician  writes  his 
prescription  in  ooBoes,  dvaehiM  and  scniples,  in  matters  requir* 
ing  the  utmost  accuracy,  and  involving  life  or  death.  He  has, 
of  course,  in  his  mind  the  most  definite  and  aecnrate  idea  of  the 
quantities  of  the  various  ingredients  to  be  compounded.  Bat 
when  the  prescription  oones  to  be  made  up,  the  apotbeeaiy 
must  apply  the  measure  or  the  scales,  or  he  cannot  accurate^ 
lealixe  the  idea  of  the  physician.  It  is  the  same  with  the  money 
of  account.  It  is  so  umversally  m  use,  that  everybody  is  as 
familiar  wilii  its  meaning  as  l3ie  physician  is  itith  the  apothe- 
caries' weight  All  prices,  and  all  amounts,  are  expressed  in  it; 
but  when  a  payment  is  to  be  made  in  gold  or  silver,  the  siiales 
must  be  applkMl,  or  coin  produced,  of  which  the  Taloe  as  ex- 
pressed in  the  money  of  account  is  known. 

Money  of  account  will  be  the  subject  of  special  treatment  in 
th0  following  chapter. 
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{  1.    Penpic  einploi/inrj  gnhl  and  silver  hace  tftms  in  tcltidi  to  express  their 
value  —  Mini  price  and  market  price  ~  Money  of  account  a  necessity. 

BifORS  treating  specially  of  the  use  of  gold  and  BilTer  M 
money,  it  irill  be  of  advantage  to  notice  and  nndentaad  the  mode 
of  expressing  prices,  keeping  accounts,  and  stating  amonntSy 
wkieh  bas  prevailed  among  all  civilized  people,  and  still  prevails. 
People  who  have  attained  to  the  use  of  weights  and  mea- 
sures, and  arithmetic,  employ  a  money  of  account,  in  which  they 
state  prices,  sums  and  accounts.  It  is  not  a  mechanical  process 
by  whicli  other  articles  are  compared  by  weight  or  bulk  with  gold 
or  silver.  It  is  an  arithme'tical  process,  by  which,  with  the  aid 
of  some  unit  of  value,  taking  its  origin  from  a  coin  or  special 
weight  of  gold  or  silver,  the  value  of  such  coin  or  weight 
being  fixed  in  the  mind  by  constant  use  for  a  time,  becomes  a 
unit,  readily  borne  in  the  mind,  susceptible  of  being  readily 
added,  multiplied  or  divided  by  a  combination  with  numerals. 
There  is  no  nation  far  enough  advanced  to  employ  arithmetic 
which  does  not  attach  a  specific  value  to  both  gold  and  silver, 
and  which  has  not  some  terms  in  which  to  express  that  value. 
In  the  first  stn^c  of  using  the  precious  metals  as  a  medium  of 
exchange,  they  arc  given  in  exchange  for  commodities  according 
to  the  estimate  the  parties  to  Uie  exchange  make  at  the  time. 
With  the  progreM  of  intelligence  and  arithmetic,  people  begin 
to  place  a  general  price  on  the  precions  metals,  as  well  as  npon 
other  thingfk '  Every  article  which  is  the  subject  of  exchange, 
becomes  the  subject  of  price,  and  by  help  of  these  prices  the 
parties  make  their  sales  and  payments.  The  price  or  valae  of 
gold  or  nlver  ceases  to  be  what  the  par^  poeeessing  them,  at  his 
caprioa^  pnfs  upon  them;  their  price  becomes  even  better  known, 
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generally,  than  that  of  any  other  articles  ;  and  it  is  by  this  prico 
that  they  are  paid  or  delivered.  This  fact  is  obsoured  and  hid- 
den from  popular  view  by  the  custom  of  governinonts  fixing  a 
price  upon  the  precious  metals  for  the  purposes  of  coinage.  It 
ia  thus  oyerlooked  too  often,  that  the  price  at  the  mint  is  founded 
on  the  market  prioe ;  the  people  at  large  having  no  occasion  to 
diaeuM  the  prioea  of  gold  and  ailver  as  they  do  of  other  arfciclefly 
the  impression  prevails  that  the  price  of  goM  and  silver  is  merely 
an  ai&ir  of  the  mint  and  pnblio  authority.  It  Is  important,  how* 
ever,  and  should  not  be  forgotten,  that  gold  and  silver  are  just 
as  mndi  the  subject  of  prioe  as  other  thugs,  though  obecorod  by 
coinage  and  legal  enactments.  This  b  familiarly  known  to 
dealers  in  corns  and  bullion,  and  to  intelligent  merchants  and 
bankers ;  though  all  such  are  not  equally  aware  how  mueh 
they  are  indebted  to  the  money  of  account  for  the  facili^  with 
which  they  make  tkehr  varied  computations,  and  varied  transac- 
tions, without  any  aid  from  coins. 

The  formation  of  a  money  of  account  among  people  capablo 
of  employing  one,  is  not  only  an  universal  mental  proclivity,  it 
is  a  mercantile  necessity.  It  would  be  literally  impossible,  m  the 
present  state  of  coinage,  to  continue  for  any  considerable  time 
to  express  prices  and  large  sums  by  the  number  of  coins  which 
would  be  equivalent  to  the  price  or  amount.  The  same  effort  of 
mind  necessary  to  remember  the  value  of  a  coin  thus  named 
to  express  a  price  or  an  amount,  is  sullicicnt  to  enable  persons 
to  carry  the  memory  of  that  value  in  the  mind,  and  use  it  with 
the  same  effect,  abstractly,  as  if  referring  to  the  coin.  Every 
coin  or  weight,  of  gold  or  silver,  used  for  any  long  period  as 
the  means  of  expressing  prices  or  amounts,  becomes  the  unit  of 
a  money  of  account,  and  is  used  abstractly  and  arithmetically. 
It  becomes  quite  as  capable  of  expressing  changes  in  the  value 
of  the  precious  metaln,  as  of  any  other  articles;  for  it  remains 
fixed  at  the  value  at  which  it  passed  into  the  money  of  account. 
It  is  then  employed  in  expressing  the  prices  of  thousands  of 
articles,  and  for  stating  all  possible  sums  in  the  way  of  compu- 
tations, accounts  and  financial  adjustments.  Being  so  variously 
and  constantly  employed  by  such  multitudes,  it  attains  porm»-- 
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nency ;  being,  like  the  mast  of  a  ship,  held  by  stays  and  checks 
innumerable  on  every  side. 

The  value  of  the  unit,  or  beginning  point,  being  once  firmly 
fixed  in  men's  minds  by  constant  use,  rein:iin;4  there  wholly  inde- 
pendent ttf  subsequent  changes  of  price  wiiich  may  uflVet  the 
spocific  article  from  which  it  took  its  rise.  Thus,  if  it  sprung 
from  :i  coin,  or  a  cerlain  quantity  of  gold  or  silver,  it  becomes 
afterwards  so  independent  of  these  as  to  be  (pilto  capahle  of  ex- 
pressing the  chan^^ing  ])rice9  of  that  or  any  other  coin.  It  is, 
then,  a  matter  of  fact  that  all  commercial  people  keep  their 
Accounts,  compute  money,  and  express  prices,  by  the  use  of  a 
money  of  accoant.  Tho  naming  a  price  with  them  is  not  naming 
ft  ooin,  or  any  specific  qaantity  of  gold  or  silver ;  but  it  is  the 
employment  of  the  denominations  of  the  money  of  acooont,  which 
all  nnderstand  to  express  a  prioe.  There  is  scarcely  any  mental 
operation  more  generally  and  constantly  in  exercise,  than  that 
which  is  nsed  to  fix  and  express  prices.  All  elasses  of  men  have 
more  or  less  occasion  to  be  familiar  with  it. 

The  distinction  between  money  and  m<mej  of  aooonnt  is  not 
apprehended  and  kept  before  the  mind  with  equal  faeility,  hj  all 
persons,  on  the  first  attempt.  If  the  snbjeot  is  new  to  the  partj 
making  the  eflfort,  it  will  reqmrO  some  earnest  attention  and 
patient  discriminatien.  Moli^e,  in  one  of  his  oomedies,  intro- 
duces a  character  who,  entering  upon  the  education  suitable  for 
a  gentleman  late  in  life»  finds,  to  his  great  surprise  and  pleasure^ 
that  he  Bad  been  speaking  prose  all  his  life  without  a  master. 
So  many  have  to  learn  that  they  have  been  long  employing  a 
money  of  account,  without  being  aware  of  the  acquisition  they 
had  made.  Even  in  those  times  and  countries  where  money  mr- 
cnlated  by  weight,  or  in  uncoined  pieces,  there  must  have  been 
some  mode  of  expressing  the  Value  of  silver  by  weight,  or  of 
the  ''piocea"  which  were  cut  to  a  particular  weight,  and  passed 
as  pieces  of  ^Iver.*'  Whether  bar,  piece  or  shekel,  the  parties 
dealing  had  some  wbj  of  expressing  tho  value  of  the  precious 
metals.  A  people  who  have  arrived  at  such  a  degree  of  civiliza- 
tion as  to  receive  and  deliver  gold  and  silver  by  weight,  and  to 
employ  arithmetic  in  the  computations  connected  with  such  traus- 
3 


a4  MONBT  07  AOOOUHT. 

actions,  must  be  supposed,  ns  ■wc  have  said,  to  tare  some  idea 
of  the  value  of  the  various  quantities  of  gold  or  silver  which  the 
scales  and  wci;^hts  might  specify.  If  a  piece  of  gold  were  cut 
from  a  bur,  and  found  to  be  of  a  particular  weight,  they  attaoluMl 
a  particular  value  to  so  much  gold.  They  did  not  merely  say  a 
shekel  gold  is  worth  a  shekel  of  gold,  but  they  attached  a  price 
to  80  much  gold  as  weighed  a  shekel ;  and  they  had  some  terms 
in  which  to  express  it.  If  one  said  to  another,  I  will  give  yon  % 
shekel  of  silver  for  an  article,  the  party  addressed  had  two  men- 
tal processes  to  go  through  before  he  could  understand  the  offer*; 
he  had  to  recall  to  mind  how  much  gold  was  the  weight  of  a 
shekel,  and  next,  what  was  the  value  of  that  much  gold.  One 
of  these  processes  involved  an  abstract  quantity,  and  the  other 
an  abstract  valne.  So  easily  docs  the  mind  master  these  abstrac- 
tions, that  men  retain  the  ideas  of  weights  and  valnes  in  thmr 
minds  as  readily  as  they  do  the  power  or  signifie&nce  of  numbers. 
Yalnee  and  quantities  have,  from  the  very  dawn  of  cirilisationy 
been  as  readily  retained  as  any  of  the  prooesses  of  arithmetic, 
and  they  are  now  as  familiar  as  the  multiplication  table. 

If  we  suppose  the  pieces  of  sUver  mentioned  in  the  New  Tes- 
tament were  of  unequal  and  undetermined  weight,  we  may  imagme 
them  to  have  been  offered  for  what  they  might  happen  to  be 
worth ;  as  if  the  party  olfering  should  say,  here  are  thirty  piecnas 
of  silver:  you  see  them:  will  yon  take  them  for  the  service  wo 
ask  ?  In  such  an  oflfor,  no  money  of  account  would  be  employed. 
It  would  be  an  offer  of  a  quantity  of  silver  to  be  judged  of  by 
sight.  But  if  the  thirty  pieces  of  silver  were  coins,  or  quantities 
known  and  familiar  by  constant  nse^  their  valne  or  price  would 
occur  to  the  mind  the  moment  they  were  recognized ;  and  in 
every  civilized  country  there  is,  and  always  has  been,  a  mode  of 
expressing  and  writing  down  the  value,  which  is  thus  readily  per- 
ceived and  understood ;  and  this  is  the  money  of  account.  If 
one  person  say  to  another,  I  will  give  you  these  100  Spanish 
dollars  now  before  nie  for  your  horse,  money  of  account  is  not 
necessarily  involved;  it  is  the  specific  ofier  of  the  100  silver 
coins  for  the  horse.  Yet,  if  the  party  to  whom  the  oflfer  is  made 
makes  any  valuation  of  the  100  Spanish  dollars,  he  can  only  do 
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it  bj  means  of  a  money  of  account.  If  the  offier  10  merely  of  100 
dollars  for  the  horse,  the  value  or  price  is  expreased  in  money 
of  aeconnt;  the  payment  is  to  be  arranged  afterwards,  either 
by  a  promissory  notOy  or  bank-notes,  or  five  3-0  gold  pieces,  or 
twenty  ^  gold  piooes,  or  200  half  dollars.  So  if,  in  the  United 
States,  one  person  says  to  another,  I  will  give  yon  these  50 
British  sovereigns,  or  these  50  French  Napoleons,  or  these  100 
five  franc  pieces,  for  any  commodity,"  it  would  be  understood 
to  be  the  offer  of  a  speeifio  article :  it  would  bo  regarded,  not  as 
an  offer  of  money,  but  of  the  particular  coins  mentionedy  whether 
worth  more  or  less.  The  party  accepting  such  an  ofo  would 
accept  the  thing  offered*  But  an  oSmt  of  100  dollars,  only  im* 
plies  that  the  payment  is  to  be  satisfactory,  and  if  not,  the  person 
to  whom  payment  is  to  be  made  has  the  power  of  exacting  it  in 
such  coins  as  the  laws  hare  ma^o  a  logal  tender. 

» 

12.  Mm^voIiiu  carrieiiniktmSniaM  ikti^ 
length  ami  etgaaeUy — Tkennqf  amouejfU  much  greater  ikon  of  monejf 

—  0/len  confuted  in  Janauage  —  Kelh/9  CmMil  qualei^Varietiee  ^ 
monegt  qfwetmfd  —  BriU^  decimal  ey^em. 

The  idea  of  a  oertun  Talne,  which  of  course  had  its  origin 
in  an  actual  comparison,  or  perfect  familiarity,  with  some 
material  article,  is  as  easy  to  fix  and  carry  in  the  mind  as  the 

idea  of  weight  or  quantity.  As  physicians  carry  in  their  minds, 
with  perfect  certainty  and  facility,  the  idea  of  the  weights  and 
ipantities  involved  in  ounces,  scruples  nnd  drachms,  and  pre- 
scribe compounds  of  medicines  requiring  the  utmost  nicety  and 
caution,  by  their  knowledfje  of  these  quantities,  without  scales  or 
weights:  so  it  is  with  pounds,  tons,  bushels,  yards,  feet  and 
inches ;  these  terms  carry  to  the  minds  of  those  most  familiar 
with  them,  perfectly  definite  ideas,  independent  of  any  actual 
use  of  weights  and  measures.  They  use  them  constantly,  well 
understanding;  each  other  in  reference  to  quantities,  not  only 
without  the  weights  and  measures,  but  without  any  access  to 
them.  So  men  speak  of  values  and  prices,  perfectly  comprehend- 
ing each  other,  although  they  may  have  no  means,  nor  any  occa< 
aioa  for  payment. 
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It  is  as  easy  to  carry  tlift  idea  of  the  value  expressed  hy  a 
pound  storlintr,  a  franc,  or  a  dollar,  in  the  mind,  as  the  quantity 
expressed  by  u  ton,  a  pound,  a  bushel,  or  a  foot.  The  truth  is, 
that  there  is  so  much  occasion  to  name  prices,  or  eipress  Tallies, 
that  almost  every  individual  of  a  community,  however  insignifi- 
caDt  he  may  be,  becomes  perfectly  familiar  with  the  money  of 
account.  It  is  more  used  than  any  reference  to  weights  and 
measures.  After  all,  none  of  these  ideas  cost  the  mind  more 
effort  than  that  of  carrying  the  value  or  power  of  the  Arabic 
numerals.  ■  It  is  no  greater  effort  of  mind  to  understand  what 
is  meant  by  ninety-nine  boshels,  than  to  understand  what  is' 
intended  by  ninety-nine  men.  Quantities  and  values  can  be 
made  the  subject  of  conversation,  of  estimate,  of  contracts,  of 
statistical  tables,  and  of  innumerable  modes  of  expression,  without 
any  production  of  the  article  spqken  of,  or  of  the  w^hts,  scales, 
measures  or  coins  by  which  quantities  are  aotaally  defined,  or 
^y  ments  aotaally  made.  It  is  well  it  is  so,  for  it  would  be  very 
inconTenient  to  produce  a  pound  weight,  or  a  dollar  in  coin,  to 
explain  our  meaning  when  a  pound  or  dollar  is  mentioned,  not  to 
speak  of  tons  and  miles. 

The  Talne  of  the  unit  of  a  mon<7  of  account  is,  in  fact,  so  fas- 
tened on  men's  minds,  that  it  may  be  said  there  is  nothing  they 
know  better,  and  nothing,  so  far  as  their  mental  habits  are  con* 
cemed,  which  is  so  little  likely  to  change.  If  no  attack  were 
made  upon  this  mental  habit  in  Oreat  Britain,  the  j)eoplc  of  that 
tsountry  would  continue  to  keep  accounts,  compute  and  express 
prices,  in  pounds,  shillings  and  pence  for  ages  to  come,  even  if 
BO  sovereigns,  or  pounds  or  shillings,  were  known  among  their 
coins.  Though  flooded  with  all  the  coins  of  the  world,  they 
would  promptly  and  readily  express  the  Talue  of  every  coin 
in  pounds,  shillings  and  pence.  It  is  the  money  of  account 
of  England  which  at  this  moment  performs  the  great  function  of 
t'xprossing  all  prices  there,  whether  of  stocks,  or  coins,  or  bullion, 
or  bank-notes,  or  mcrcluuulize.  It  is  not  the  ;:old  sovereign, 
nor  the  silver  shilling,  nor  the  copper  penny,  wliich  is  used  to 
mcasiirc  the  values  of  these  innumerable  things ;  it  is  the  scale 
of  the  money  of  account  existing  in  all  men  s  minds,  and  appli- 
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cable  to  everj  article  alike,  whieh  is  employed  to  ezprefls  every 
possible  prioe  and  Taristioii  of  price.  . 

So,  in  the  United  States,  oar  money  of  aeeoant,  the  dollar  and 
its  cents,  or  handled  eqaal  parts,  is  ased  to  express  every  possi- 
ble prioe,  and  change  of  price,  of  every  article.  If  bullion  rises 
In  price^  silver  dollars  may  be  qaoted  at  $1.05,  or  (1.10 ;  or,  if 
it  falls  in  value,  they  may  be  i^noted  at  .97,  .98  Or  .99 ;  and 
depreciated  bank-notes  are  readily  valued  at  any  part  of  a  dol- 
lar, from  one  cent  to  ninety-nine.  When  English  sovereigns  or 
shillings  arc  paid  away  here,  they  are  not  paid  as  pounds  or 
shillings,  but  are  valued  in  our  money  of  account  at  whatever 
their  price  for  the  time  being  may  be. 

In  every  country,  when  all  the  transactions  by  book  accounts, 
all  the  purchases  upon  credit  and  for  |)ai>cr-money,  all  the  com- 
putations by  money,  and  all  the  conversation  about  prices  are 
taken  into  account,  it  will  be  found  that  all  these  taken  together 
immeasurably  exceed  all  the  transactions  in  actual  money  of  gold 
or  silver.  It  is  by  no  means  surprising,  then,  that  the  mental 
operations  by  which  all  the  vast  transactions  by  books  of  account, 
all  sales  on  credit  or  for  bank-notes,  all  this  continual  fixing  and 
naming  of  prices,  is  carried  on,  should  become  tlie  law  of  reckon- 
incT,  to  which  every  description  of  money  itself  should  in  the  end 
become  suljcct.  Such  is  indeed  the  fact,  as  the  actual  state  of 
things  in  every  country  proves,  and  this  has  always  been  known 
to  intelligent  accountants  and  cambists.  It  has  been  prominent 
in  the  guide-books  of  merchants  and  bankers,  but  has  not  been 
go  familiar  to  statesmen,  political  economists,  and  theoretical 
writers  on  money.^   But  even  where  the  special  fuDctions  of 

*  The  want  of  dear  Tiews  of  the  natoro  and  fanetiona  of  monaj  of  aoooant 
ia  Btrikini^y  exhibited  in  the  fulbtring  paaeage  from  a  work  of  the  late 

Leon  Faucher :  —  "  The  elleetive  money  in  the  middle  ngcs  varying  con- 
Btanlly,  and  being  at  the  niorcy  of  every  prince,  to  bo  altered  at  his  will, 
they  dcvi?*('d  a  money  of  aceuiint,  a  sort  of  abstract  or  fictitlntis  iniit,  which 
might  roiiiain  relatively  invariable  in  the  midst  of  monetary  tluctaatiuns 
oanaed  bjr  the  onsIrilfttlneBS  or  the  bad  faith  of  go^eromenta,  and  the  cus- 
tom ia  pcesenred  in  aome  Statea  to  tbia  day."  —  Sur  VOr  d  fiWr  LAr'jtnt^ 
]fage  5.  / 
Thia  ia  written  by  one  who  was  reeently,  and  at  the  time  of  his  d» 
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money  of  account  have  been  nnderstooci)  there  has  not  been  siiiB- 
cient  attention  given  to  exhibit  the  actoal  relations  between 
money  of  account  and  money  of  gold  and  silver;  and  yet  neither 
van  bo  fully  understood  until  both  are  nnderstood.  We  fre- 
quently find  them  utterly  confounded,  and  the  attributes  of  each 
1  lIVi  1  ( il  to  the  other.  There  is,  however,  no  difficulty  in  keep- 
ing tlicir  oflicLS  uud  functions  separate,  when  the  distinction  is 
kept  in  view. 

The  value  uf  an  article,  or  of  a  fixed  quantity  of  goods,  is  ex- 
pressed instantaneously  in  money  of  account.  The  merdiant  who 
says  his  cloth  is  worth  a  dollar  a  yard,  is  understood  without 
producing  either  a  dollar  or  a  yard-stick.  When  a  sale  actually 
takes  place,  and  payment  is  to  be  made,  then  gold  or  silver, 
and  weights  or  measures,  become  necessary.  If  the  money  laid 
down  is  in  coins  corresponding  in  denominutioiis  with  the  money 
of  account,  it  appears  to  favor  the  idea  that  the  article  sold  was 
measured  by  the  coins.  But  if  payment  is  made  in  the  precious 
metals  by  weight,  or  in  coins  not  corresponding  with  the  money 
of  account,  tlien  the  a;xcncv  of  the  money  of  account  is  called  in 
to  express  the  price  of  the  bullion  by  weight,  or  of  each  coin: 
so  that  the  transaction  is  completed  by  the  employment  of  money 
of  account  in  fixing  the  price  of  the  merchandize,  in  adding  tho 
sum  of  varion-5  articles  and  their  prices  together,  to  ascertain  the 
whole  amount  of  the  sale,  and  in  fixing  or  expressing  the  value 
of  every  coin  offered  in  payment.  In  many  large  establishments 
for  the  sale  of  merchandize,  salesmen  are  employed  in  making 
sales  of  vast  quantities  of  goods,  irith  the  prices  of  which,  in  all 
quantities  and  varieties,  they  are  perfectly  familiar,  actually 
spending  the  most  of  their  time  in  naming  and  discussing 
them ;  but  few  of  these  salesmen,  however  adroit,  can  tell  the 


cease,  a  minister  of  finance,  and  oertainlj  a  man  of  abilitj.  IIo  was 
omployiri;^  the  money  of  account  of  France  every  day,  ^i'^  was  ftiniiliar  with 
it,  ho  wuuM  lifivo  been  utterly  at  a  loss  without  it,  yet  he  accounted  it  as  a 
burbaruus  n  lie  of  the  dark  ages.  It  ia  like  nn  atmosphere  to  finance ;  it  is 
the  very  language  of  ftneueiers ;  thcj  oao  neither  think  nor  comoiBiiiqkte 
their  ideas  witiioat  it;  yet  its  agency  and  ose  is  alleged  to  hsTc  belonged 
to  the  middle  agesi 
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price  of  gold  or  nlrer  by  the  pound,  ounce  or  pennyweigbt,  or 
the  Tftlne  of  anj  coin  of  thoae  netalB,  ezoept  »  few  domestic 
coins.  When  large  psjtaentiy  therefore,  are  made  in  bullion  or 
mixed  coins,  the  receiving  these  is  referred  to  another  clerk,  who 
knows  both  their  quality  and  price. 

Any  one  who  will  take  the  trouble  to  recall  to  his  mind  the 
course  of  such  transactions  will  perceive  that  money  of  gold  or 
silver  is  not  employed  as  a  measure,  even  when  it  is  used  in  pay- 
ment, which  is  Tery  rare  in  large  transactions.  The  precious 
metals  as  frequently  require  measurement  or  estimation  as  the 
articles  for  which  they  arc  given  in  payment.  It  is  no  more 
difficult  to  express  the  true  value  oC  coins  or  bullion  than  of 
any  other  article  of  value.  Their  chief  advantage  lies  in  their 
safety  and  convenience  as  a  medium  of  exchange  —  an  imperish- 
uIjIc  equivnli  ut  iii  retail  dealing,  so  important  to  every  condition 
aiul  chiss  of  men  —  and  not  in  the  fact  that  tlicy  can  be  or  are 
used  as  actuiil  measures  or  standards.  They  are  standards  of 
coinage,  not  of  price  or  value.  The  term  standard  of  vahic  can- 
not be  too  strongly  condemned.  As  a  matter  of  fact,  gold  and 
silver  are  employed  only  as  standards  of  payment  in  tlie  current 
transactions  of  commerce.  The  invariable  formation  of  a  money 
of  account,  which,  while  the  precious  metals,  or  some  substitute, 
remain  the  medium  of  cxt  hnnge,  or  the  instrument  of  payment, 
becomes  the  medium  of  eonij  arison,  the  expression  of  equiva- 
lents, the  langu.ige  of  |)rices,  obviates  equally  all  need  of  a  mea- 
sure or  standard  of  value  for  any  article  which  has  any  price. 
By  aid  of  this  mode  of  expressing  prices,  the  largest  transactions 
can  be  instantly  accomplished,  and  notes  or  checks  given  in 
payment,  without  the  aid  or  presence  of  coins  or  bullion,  or  any 
thought  of  or  reference  to  thera,  and  without  the  knowledge 
necessary  to  make  the  payment  in  coins  or  bullion.' 

•  We  refer  the  reader,  fur  soino  illu»tnitions  of  this  euhject,  to  "  Kclly'^ 
Cambist,"'  a  work  of  udiuittcd  authority,  founded  upon  ioforiuation  ob- 
tmined  with  great  labor  and  expense,  in  which  the  author  waa  aided  bj  the 

*  The  Universal  Cambut  Md  Comraaroini  Instructor,  being  a  fall  and  uccuraU)  Tre». 
tiM  on  the  Esehanfai^  <kia§,  Weighte  aod  MMmni  of  all  dealing  Kallou.  Bj  P. 
Kellj,  LL.D.  S  volt.  4Iom 
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The  moneys  of  account  of  France,  England,  and  the  United 
States  are  as  completdj  established,  and  thdr  fbnctions  as  com- 

British  government.  yVJthoup'h,  on  the  subject  for  which  wc  rofer  to  this 
useful  book,  we  find  much  confusion  of  terma,  and  great  nopj  of  more  dis- 
crimination, yet  there  are  facts  enough  to  guide  the  reader  to  very  certain 
oonclosioiUt  and  clear  viowa.  lie  dutingnuhes  money  into  rwl  and  imagif 
nary;  the  reel  are  ooinai  banknuotea,  Ac.;  the  imai^nary,  "alao  called 
ideal  moneys,  are  not  repreacntod  1  y  any  cpin,  but  are  used  in  keeping 
account's.  They  nre  undorstoo'l  tn  Imvc  hud  their  foundati«»n  in  real  coins 
or  wei;rhts,  ■which  were  the  orii;irml  units  adopted  i\H  the  mca-iures  of  value, 
and  which  have  boon  continued  under  the  same  denominations,  notwith- 
standing the  change*  that  may  have  taken  plaoe  in  their  intrinsic  Talue."— 
"Although  moneys  of  account  be-not  represented  by  real  coins,  yet  thtfr 
intrinsic  Talue  may  be  determined  by  their  known  relation  or  proportion  to 
certain  coins."  —  "Moneys  of  account  mny  be  considered  with  respect  to 
coins  ns  weights  and  monsure?,  with  rpespcct  to  goods :  or  as  a  mathematical 
BCnle,  with  rospei't  to  maps,  lint's,  or  otiior  gr  ninr  tripal  figures.  Thus  thny 
serve  as  standards  of  the  value  both  of  nierchaiiUizo  and  the  precious  metals 
themselTcs.  It  should,  however,  be  remarked,  that  moneys  of  account* 
thoogh  they  are  uniform  as  a  scale  of  divisions  and  proportions,  yet  they 
fluctuate  in  their  intrinsic  value  with  the  fluctuation  of  the  coins  which  they 
measure  or  represent."  The  terms  standard  of  value,  measures  of  value, 
intrinpic  value,  and  representation,  as  applied  to  moneys  of  account,  is  open 
to  strong  objection;  but  the  meaning  uf  the  author,  on  the  whole,  is  suffix 
ciently  obvious. 

Moneys  of  account  bare  "  their  foundation  in  real  coins  or  weights and 
they  often  remain  unchanged,  although  the  coin  or  weight  on  which  they 

are  founded  may  hare  undergone  many  chnngp.<^.  Win  n  once  well  estap 
blishcd,  thoy  become  capable  of  expressing  the  prico«  of  Imtli  goods  and  the 
precious  metals.  By  their  intrinsic  value  he  means  the  value  of  the  unit 
represented  in  the  precious  metals.  Moneys  of  account  do  change  with  the 
gradual  changes  in  the  value  of  coins,  if  the  denominations  of  the  coins  are 
Uie  same  with  those  of  the  money  of  account;  because  the  mass  of  the 
people  in  whose  minds  the  money  of  account  is  fixed,  &il  tp  disUiiguish 
between  them  when  both  are  called  by  the  same  names.  But  when  the  money 
of  account  does  not  correspond  with  any  coin,  it  does  not  fluctuate,  nor  even 
tend  to  fluctuat<\  witli  tlie  prccinus  metals  or  coins ;  but  remains  steady, 
and  quite  capable  of  marking  and  expressing  the  variations  in  the  value  of 
coins  and  bullion.  The  "  Cambist" '  furnishes  '*  a  Table  of  moneys  of 
account,"  of  which  it  is  remarked,  *'  that  some  of  these  nre  real  coins,  the 
value  of  which  may  be  computed  from  the  mint  regulations,  or  from  assays; 
but  when  th^  are  imaginary  moneys,  which  is  generally  the  case,  their 

*  VoL  IL,  pace  148.  Editloa  of  ISSfi. 
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pletely  performed,  as  elsewhere ;  although  the  franc,  the  sove- 
reign or  pound,  and  the  dollar  coins,  agree  with  the  unit  of  the 
Bidnej  of  aeeonnt.  To  onderstand  the  sjetem  of  money  in  any 
conntry,  the  first  requisite  w  to  know  in  what  terms  or  denomi- 
nations accoontB  are  kept,  prices  fixed  and  expressed,  and  all  the 
dealings  of  the  people  carried  on ;  this,  whatever  it  may  he,  and 
whether  any  coins  correspond  or  not,  is  the  money  of  account 
of  that  country.  The  chief  difficulty  in  understanding  the 
suhjcct  of  moneys  of  account  and  coinage,  is  the  blending  them 
or  not  keeping  tiiem  wholly  apart  as  distmct  things.  It  will  be 
found,  as  a  matter  of  fact,  that  in  every  country  the  money  of 
account  b  used  to  express  the  value  of  coins,  and  that  coins  do 
not  serve  essentially  to  give  efiect  to  the  money  of  account. 
Where  there  is  a  coin  corresponding  with  ^e  unit  of  the  money 
of  account,  it  is  true  it  presents  the  value  which  the  other 
expresses.  It  is  proper,  in  England,  to  say  that  the  coin  called 
a  sovereign  is  worth  a  pound  sterling;  but  it  is  not  proper  to 
say  that  a  pound  sterling  is  worth  a  sovereign.*  The  pound  is 
the  unit'  of  the  British  money  of  account,  and  it  is  employed  not 
only  to  express  the  value  of  the  sovereign,  but  the  value  or  price 
of  every  other  coin  or  quantity  of  gold  over  that  amount.  There 
is  a  money  of  account  in  Great  Britain,  based  on  the  shilling, 
which  is  seldom  employed  beyond  the  value  of  three  or  four 
pounds ;  prices  are  frequently  expressed  in  shillings,  from  ono 
to  sixty  or  eighty,  but  bcldoiu  beyond  tliat  amount,  though  there 

Tslno  must  be  fonnd  by  their  established  proportion  to  real  coim."  This 
table  octs  furth  over  one  hundred  and  twenty  different  moneys  of  aecoiiati 

and  exhil  its  the  fact  that  several  countries  have  more  than  one,  and  some 
us  many  as  live;  a  fact  which  is  a  proof  that  pa^t  monetary  revolutions  are 
not  only  productive  of  uii^furtune  and  damage  at  the  time,  but  of  enduring 
evil  and  inconventenoe  afterwaide.  A  want  of  precision  in  the  lanj^uage 
of  the  author,  on  the  subject  of  niDnpyii  of  aeeoant,  is  apparent  throngh  the 
whole  work;  and  yet  a  little  attention  only  it  requiaite  lo  oomprehend  hit 
statement<<.  It  is  only  needful,  fur  this  purpose,  to  remember  that  the 
money  of  account  is  not  only  U8  operative,  but  as  nrccssary,  to  commercial 
deulitig,  where  the  coins  correspond  with  it,  as  where  they  do  not. 

'  The  sovereign  is  a  recent  coin,  and  when  first  issued  was  made  to  con- 
form to  .the  minoleel  fracUon  in  the  poond  o|^  the  money  of  aooonai  See 
infra»  Chapter  4. 
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is  no  difficulty  in  understanding  those  who  express  prices  in 
shillings  to  any  amount  not  too  large  to  be  converted,  mentally 
and  instantlj,  into  pounds.  This  double  money  of  account  is  an 
argument,  in  England,  for  the  adoption  of  the  decimal  system, 
vhich  furnishes  a  relation  between  the  unit  of  the  money  of 
account  and  its  part.^,  much  more  easfly  carried  in  the  mind  than 
that  used  in  the  British  system  of  money.  It  would  be  much 
easier  to  apprehend  the  value  of  any  part  of  a  pound  expressed 
in  hundredths,  than  in  shillings  and  pence;  and  this  perfect  faci- 
lity of  pereeiying  the  relation  of  all  the  parts  of  the  unit  to  the 
unit  itself,  sayes  the  formation  and  use  of  a  subsidiary  money 
of  account,  like  that  of  the  shilling.  In  the  United  States  we 
express  many  prices  in  cents,  but  we  always  perceive  the  rela- 
tion of  the  number  o(  cents  to  the  dollar ;  and,  in  fact,  the  com- 
mon mode  of  writing  cents  is  fractionally  as  instead  of  20 
centB.* 


*  The  ( onfusion  vrhich  reignt  in  the  mindt  of  aaanv  men,  ns  to  the  exist- 
ence and  functions  of  a  money  of  ncconnt,  is  strikingly  illustrated  in  the 
discussions  now  ponding  in  England  on  the  adoption  of  n  decimal  system. 
While  many  understand  its  true  idea  and  use,  and  intelligently  explain  the 
difficulties  and  nature  of  the  proposed  change ;  others,  for  want  of  this  cor* 
reel  eonception,  carry  confonoa  into  the  whole  diecomon  by  speaking  only 
of  coinage.  Some  of  the  refiirmen  abenrdl  j  propoeed  changing  the  unit  of 
their  money  of  account,  the  pound  elerling.  A  greater  mischief  can  scarcely 
be  conceived ;  cort:»inly  a  more  needless  evil  could  not  be  inflicted  on  the 
country.  Pounds  are  already  counted  decimally  ;  it  is  only  the  parts  or  frac- 
tions of  a  pound  to  which  the  reform  applies.  It  is,  in  fact,  the  shilling  money 
of  aceoant  which  is  to  be  changed.  The  coinage  part  of  the  qneeUon  is  .cou- 
paratifely  of  little  importance.  To  change  the  money  of  aeooont  of  a  nation 
like  Great  Britain  is  indeed  a  serious  affair,  and  demands  the  Utmost  cau- 
tion and  invest! ;:ation.  The  best  mode  of  effecting  this  change,  as  it  strikes 
us,  is  that  which  has  in  part  received  the  approval  of  Parliament,  the  British 
public,  and  the  greater  number  of  thoi^c  w  ho  have  written  on  the  subject.* 
This  preserves  the  pound  unit  of  account,  witlioiit  displacing  the  shilling 

'  as  a  coin.  It  involves  the  lowering  the  copper  coinage  four  per  cent,  which. 
In  practioe,  would  not  be  found  to  work  injuriously.  The  mint  would  take 
the  old  copper  coins  at  a  premium  of  four  per  cent.,  payable  in  the  new 
Issde.  The  dealers  would  give  as  much  for  the  old  coins  as  CTcr  they  did, 

*  The  fommd  mai  mil  lystem,  In  wbicli  1000  mil.^  make  a  i>oun(L   The  cc^^cr  coin- 
sge  is  lowsfid  ton  par  eeut,  vhllh  lukM  snils  and  futbisgs  equirtleDts. 
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'  Vfhm  it  was  reoentlj  proposed,  in  Eugland,  to  adopt  a  dect- 
mal  system,  dispensing  with  the  pound  as  the  unit  of  the  money 

beoaoM  Uiey  oonld  Im  rnmbufaed  bj  the  ohangt  into  ntw  ooinags.  Tht 

British  system  virtoally  includes  four  moii«j8  of  account ;  one  with  the 
pound  unit  already  counted  decimally;  ono  with  tlic  shillin;;  unit;  one 
v  itli  the  penny  unit ;  and  another  with  the  farthing.  Tlie  chanj^e  proposed 
is  to  dispense  with  the  threo  latter,  and  have  them  absorbed  in  the  first.  In 
fact,  it  will  be  fotind  not  to  be  a  question  of  coinage,  except  the  copper 
inoney,  bnt  a  quettion  of  the  men^  habits  of  the  people. 

In  spita  of  all  that  oan  be  dope»  the  peopltf  of  Great  Britain  iriU  reckon 
by  shillings  for  at  least  a  half  eentttir  to  oome.  This,  howerer,  will 
not  disturb  the  adoption,  nor  prevent  the  succesg,  of  the  proposed  money 
of  account.  It  is  now  seventy  years  8ince  the  decimal  system  uf  this 
country  was  legally  adopted ;  and,  during  all  tiiat  time,  the  Spanish  coins, 
haWe^,  quarters,  eighths  and  eixteenths  of  a  dollar,  hare  circulated  oon- 
ennently  with  our  dedmal  coinage.  They  ha?e,  donbdeci,  obotraeted 
in  some  deg^  the  complete  adoption  of  the  decimal  money  of  aoconnt  in 
the  expression  of  prices  and  sum.s  under  <me  dolla^.  But  for  the  last  forty 
years  prices  under  one  dollar  have  been  expressed,  if  not  exclusively  in 
cents,  at  least  with  cfjual  facility,  and  to  a  much  greater  extent,  in  cents 
than  in  the  teruii>  of  the  Spanish  coin.  Both  are  yet  employed,  and  both 
generally  understood.  The  term  shilling,  in  the  State  of  New  York,  maintains 
its  place  fully,  as  it  corresponds  with  thi  Spanish  eighth ;  but  the  eleren- 
penny-bit  of  Pen  nsykaniay  and  the  nine-pence  of  Massachusetts  and  Tif^ 
ginia,  representing  the  same  amount,  or  12}  cents  of  our  decimal  system, 
have  nearly  disappeared.  These  Spanish  coins,  which  fur  fifty  years  greatly 
outnumbered  our  decimal  coinaj^p,  were  readily  valued  in  our  mom-y  of 
account,  and  the  gain  over  the  old  system  has  been  immense.  The  dif&culty, 
in  England,  is  rmlly  less  than  we  have  had  to  encounter.  The  money  of 
account  founded  upon  the  pound  unit  can  be  introduced  in  far  less  time 
than  it  required  to  introduce  the  system  of  the  United  States,  because  the 
pound  unit  is  retained.  Here  it  is  given  up  for  the  dollar.  There  the  shiU 
ling  may,  and  should  be,  retained  as  a  coin  ;  and  will  not  only  prevent  con- 
fusion in  the  minds  of  those  who  cannot  at  first  understand  the  nature  or 
the  reason  of  the  change,  but  greatly  aid  and  facilitate  the  progress  of  the 
measure.  The  shilling  bears  the  same  relation  to  the  pound  that  a  half 
dime  docs  to  a  dollar  in  the  United  States:  or,  one»twenUeth  of  a  pound.  « 
While  the  people  are  learning  the  new  system,  the  old  coins  which  fj^rm  a 
part  of  it  will  enablr^  thpm  to  avail  themselves  of  the  old  sjstem,  until  tbej 
become  equally  familiar  with  the  new. 

The  merchants,  bankers,  brokers,  and  dealers  in  bullion,  can  exercise  the 
most  eSectlfe  influence  in  introducing  the  new  money  of  account.  Let 
prices  be  named  both  wajs;  let  bills  be  made  out  with  the  sums  expressed 
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of  acooimt,  Profeasor  Airey,  who  was  ezammed  by  tlie  Parlia* 
raentarj  oommittee  on  the  aubjccfc,  said :  —  I  can  scarcely  con* 

both  wavs,  f<jr  which  the  sUitioncry  should  be  prepared,  and  paper  properly 
ruled.  This  part  of  the  Imsiness  expert  tradesiiK^n,  br\iikors  and  clerks  will 
uijij'ter  in  n  furtnight.  Tiieir  customers,  or  most  ot  them,  must,  however, 
be  dealt  with  in  puundo,  shillings  oud  ponce  fur  many  years.  For  in  tbia 
laonej  of  aoooont  will  the  greater  number  eontinue  to  think,  long  after  the 
aoeount-booka  of  the  goTernment,  of  the  lianks,  and  the  prineipa!  merchant^ 
are  kept  by  the  new  eyatem.  The  books  of  the  Bank  of  England  might  be 
all  safely  opened  upon  the  npwr  system  within  a  year,  or  less,  from  the  time 
the  measure  waH*rosulved  upon  ;  and  so  of  all  other  largo  cstabliBhmenta. 
But  cashiers,  tuilcrs,  and  others  in  like  positions,  would  be  obliged  to  be 
equally  £amiliar  with  both  systcus,  and  to  be  able  to  traosliUfi  suins  instan- 
taneoualy  from  one  to  the  other.  Great  advaatage  would  be  gained  very 
aoon ;  but  the  entire  and  oniTersal  adoption  of  the  new  money  of  tfecoonk 
eoold  not  hare  plaoe  fur  from  twenty  to  fifty  years.  The  inconveniencea 
of  this  f^radual  progress  would  not  be  e(|ua],  as  a  whole,  to  those  of  tln^  pro- 
sent  fiystotn.  It  would,  in  fact,  ho  a  mca.«urc  coiflplotoly  succehslul  for  those 
persons  and  institutions  whu  must  require  und  need  tlie  change. 

It  ie  *  happy  cironmatanoe  for  the  raeoeaa  of  thia  meaaare,  tbat  ao  little 
change  in  the  coinage  ia  required*  Kone  would,  indeed,  be  far  better  than 
too  much.  It  would  be  highly  useful,  it  aeema  to  us,  to  have  the  new  pieces 
of  the  same  value  as  the  shilling;  and  sixpence,  having  the  same  iropressiou 
coined,  with  the  addition  in  figures  of  their  value  in  the  new  money  of 
account.  Kvery  shilling  and  sixpence  w-nuld  be  a  lesson,  and  un  aid  to  the 
memory.  With  this  addition  there  would  be  le6»  objeutiun  tu  the  uld  cruwus 
nnd  half  erowna,  than  to  any  possible  new  coina.^ 

Of  the  other  plana  of  introducing  the  decimal  eyatem  of  money  into  Great 
Britain  which  have  been  proposed,  none  appear  to  ua  soaafe  and  desirable 
OS  the  one  alreaJy  approved  by  the  llousc  of  Commons.  Many  of  them 
betray  a  total  misconception  of  the  whole  Kuhject,  antl  deserve  not  a  mo- 
ment's consideration.  The  attempt  at  a  universal  system  of  coinage  enter- 
tained by  some  is  only  a  little  less  visionary  than  an  universal  language. 
Changing  coinadoea  not  change  moneys  of  account.  Gorcmmenta  may  order 
new  coina,  but  the  people  will  not  alwnya  reckomby  them.  The  beet  derieed 
ayatem  of  universal  coinage  could  not,  with  all  the  power  of  mo  lerr)  Euro> 
,  pean  govermiiPTits,  be  forced  npon  the  people  in  a  century,  if  at  all.  As 
with  coins,  so  with  weights  and  measure.-^.  They  cannot  Ire  chan;red  upon 
the  ground  of  general  conformity,  because  the  inconvenience  of  the  change 
will  endure  for  a  whole  generation  of  those  who  are  aaked  to  make  it.  The 
weighta  and  meaanrea  in  general  use  are  eo  Used,  as  to  their  meaning,  in 
the  minda  of  the  people,  that  any  proposal  of  change  alarms  them,  or,  if  it 
oauaea  ao  alarm,  it  will  not  be  received.  The  fkench  ayatem  of  weighte  and 
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CQire  it  possible,  except  by  the  most  yiolcnt  and  offensive  mea- 
tnreSy  to  change  the  principal  money  of  account  from  its  present 
Talne  of  the  pound  sterling.  Every  estimation  of  large,  and 
even  of  very  moderate  same,  is  formed  by  the  ponnd.  I  do  not 
attach  great  importance  to  such  thiiiL's  as  the  national  debt,  or 
the  rental  of  the  ooimtry;  bat  the  prioe  aad  rental  of  private 
estates,  the  salaries  of  officers,  the  annual  wages  of  servants — 
in  larger  matters,  the  expense  of  constructing  a  railway,  or  sail- 
ing a  ship— all  are  estimated  by  pounds*. *  An  alteration  of  the 
value  of  the  pound  woidd  unhinge  every  estimate  and  contract 
in  England.  I  say,  advis6dly,  every  contract  for  the  shilling  ia 
inseparably  connected  vith  the  ponnd;  and  every  contract  which 
is  not  ostensibly  made  by  the  pound, Is  made  by  the  shilling."' 

It  is  remarked  by  Br.  BowTing,  in  his  instructive  little  work 
on  the  decimal  system,  that,  **  To  the  ponnd  sterling  the  most 
distinct  and  definite  ideas  attach,  whether  on  large  or  small 
amounts.  Mention  a  ponnd,  five  pounds,'  ten  pounds,  fifty 
pounds,  a  hundred  pounds,  a  thousand  pounds,  ten  thousand 
pounds,  and  your  meaning  is  comprehended  by  everybody."' 

Every  one  is  acquainted  with  a  large  class  of  prices,  and 
knows  a  great  number  of  articles  which  can  be  purchased  for  a 
pound,  for  five  or  for  ten  pounds;  the  wages  of  a  man  for  a  year, 
the  price  of  a  horse,  the  rent  of  a  farm,  the  cost  of  a  cottage  or 
first-class  dwelling,  the  value  of  a  ship,  the  cost  of  a  steam 
engine :  all  such  valuations  are  carried  in  the  mind,  and  are 

meatarety  eo  mtich  boasted,  hns  mndc  its  vray  only  very  gradually  in  France. 
It  is  even  yet  but  partially  adopted,  and  is  now  n  lmitted  to  have  defects 
■rhicli  should  bo  corrected  before  it  extends  further.    It  could  not  have 
potised  80  extenttTclj  into  use,  if  it  had  not  been  originated  nt  a  time 
irhan  change       th«  ordw  of  tb«  day ;  when  all  old  things,  and  old  insti- 1  • 
tntions,  were  under  tbe  proeeie  of  being  exploded,  refonned  or  modified. 
.  The  French  system  could  not  be  forced  upon  Qeraiany,  aor  Great  BritaiB, 
no&lipoil  tbe  United  States.  Tboee  who  are  laboring  fgr  the  desirable  object 
of  an  universal  system  of  coins,  and  weifrhts  find  !nen«iurc!*,  must  fail  of  «uo-  ' 
cess,  because  the  complications  and  difiicuhir^!  to  be  ovorcomc  are  equally 
beyond  tbe  reach  of  hciqucq,  authority  and  iudividuai  enterprise. 

*  Hintttec  of  Evideoe*  on  Decimal  System,  page  30.  Bovting'e  Deci* 
mal  8jalem. 

'  *  The  Decimal  Syilem,  by  Sir  John  Bowringi  page  104 
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expressed  in  money  of  account.  In  naming  such  prices,  or 
expressing  such  estimates,  those  who  use  them  have  no  rcfcrcnco 
to  any  quantity  of  gold  or  silver ;  for,  among  those  who  thus 
freely  speak  of  prices,  few  couhl  tell,  or  without  help  ascertain, 
the  value  of  a  (juantity  of  the  precious  metals  corresponding  to 
any  large  sum  named  by  them.  If  the  owner  of  a  cottage,  valued 
by  kim  at  a  thousand  pounds,  were  to  have  gold  to  that  amount 
laid  before  him  in  payment,  he  would  be  utterly  at  a  loss  as  to 
its  real  value.  If  the  amount  were  in  sovereigns,  he  could  count 
them ;  and  as  each  sovereign  bears  the  mint  certificate  that  it 
contains  gold  to  the  value  of  a  pound,  he  would  take  the  1000 
sovereigns  for  XIOOO,  not  on  his  own  knowledge,  but  on  the  faith 
of  the  public  coinage.  The  cstirnnte  of  the  article  is  made  in 
pounds,  and  the  price  is  perfectly  understood  by  both  buyer  and 
seller,  whether  payment  is  made  at  the  time  or  not.  If  made  in 
gold  bullion,  it  would  be  carried  to  a  dealer  in  bullion  to  be 
weighed  and  valued ;  if  in  sovereigns,  they  would  be  received, 
not  because  the  reoeiver  knew  either  th«  genuineness  of  the  gold, 
or  that  the  coins  contained  the  requisite  quantity  of  gold  to  be 
equal  to  a  pound,  but  they  would  be  received  solely  on  the  faith 
of  the  impression  on  the  coin  indicating  both  quantity  and 
quality. 

1 3.  British  money  of  {Kcmtnt —  The  pounrJ  nfrrlln^j  —  Guinea  —  Sir  Isaac 
Ketrton  —  Karl  LirrrjMol  —  Sysfem  of  —  muj  frnctions  in  treight 
of  coins —  Coins  arc  (uljusted  to  money  if  account  —  *'  What  is  a  pound  f" 
•^Fized  price  *>/  precious  metals  —  Influx  of  gold  —  DepreciaiioH  post' 
pmed,  fittl  yd  to  eomc'—  Semtdy  l^upention  of  pat/mentM  in  Gnat 
BrUaiH,  t«  1797. 

In  further  illustration  of  the  subject,  we  shall  notice  specially 
•  some  of  the  more  noted  moneys  of  account,  and  such  as  may 
appear  best  fitted  to  explain  their  nature  and  functions. 
The  British  money  of  account  derives  its  terms  from  the  fact 
that  English  coinage  was  foundeil  upon  the  pound  of  silver,  out 
of  which  was  coined  twenty  shillings.  Since  that  time,  the  money 
of  account  for  expressing  large  sums  has  been  the  pound  unit, 
for  small  sums,  the  shilling ;  but  owing  to  various  abuses  of  the 
coinage,  and  other  facts  which  we  cannot  recount  here,  the  pound 
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of  inlvBr  wbich  at  llrBt  iras  eoined  mCo  tweatjr,  is  now  ewktd  into 
sixty-six  Bhillings.  The  money  of  aeconnt  of  England  has  poflsed 
through  just  80  many  changes  as  have  concurred  to  hring  down 
the  pound  of  the  former  money  of  aeconnt,  expressing  the  equira- 
'  lent  of  a  pound  €$  silver,  to  the  ponnd  of  the  present  money  of 
account,  which  is  not  equivalent  to  the  tUrd  of  a  pound  of  silver. 
At  this  point  it  has  remained  unchanged  for  more  than  a  cen- 
tury. From  the  reign  of  Charles  II.  until  the  year  1816,  when 
the  sovereigns  were  coined,  the  pound  sterling  ha<l  no  corre- 
sponding piece  in  the  coinage.  The  guinea  was  intended  as  a 
coin  to  be  of  the  value  of  a  pound,  but  not  having  been  correctly 
adjusted,  its  greater  value  was  at  once  shown  by  its  price  ex- 
pressed in  the  money  of  account ;  and  tiie  price  of  gold  fluc- 
tuating, it  varied  correspondingly  in  price  until  the  year  1717, 
when  it  was  fixed  by  Sir  Isaac  Newton  at  twenty-one  shillings, 
at  which  rate  it  has  remained  under  regulation  of  the  mint. 

In  181G,  under  the  advice  of  the  Earl  of  Liverpool,  and  in 
pursuance  of  liis  elaborate  report,^  gold  was  adopted  as  the  legal 
tender  of  Great  Britain,  and  a  coinage  of  sovereigns  ordered. 
In  making  this  important  change,  if  it  had  been  regarded  merely 
as  a  matter  of  coinage,  it  can  hardly  be  conceived  that  the  weight 
for  tiiis  new  coin  would  have  been  fixed  at  five  pennyweights, 
three  grains  and  of  a  grain.  We  ask,  for  the  sake  of  those 
to  whom  the  idea  of  a  money  of  account  is  not  fjimiliar,  why  this 
special  quantity  of  gold,  involving  so  minute  a  fraction,  was  to 
constitute  the  sovereign,  which  was  to  be  thereafter  the  most 
important  coin  of  Great  Britain  ?   Coins  are  easily  made  of  any 

•  Letter  to  the  King  on  the  coinage  of  the  Realm.  4to,  Londua,  IbUo. 
This  very  elaborate  report^  in  which  tbcro  is  much  to  admire  and  to  learn, 
ezhibite,  however,  that  eoalhiioii  of  ideas  and  oxpfonrioB  whioh  dtaiaoteriae 
all  writiDCB  oa  money  by  aatiion  Irbo  know  nothiag  of,  or  who  dieregard  tbo 
uoa^  of  aoeoant.  The  eightii,  aiath  and  4Mlk  itagss  of  this  celebrated 
doeotnent  fimish  abandaat  proof  of  the  difficulties  encountered  by  those 
who  endeavor  so  to  define  money  in  coins  as  to  include  nil  the  functions  of 
a  money  of  a(M)ount.  The  introduction  of  the  money  of  account  removes  all 
the  difficulties  so  strongly  felt  by  the  Earl  of  LiTerpooi. 

Notes  of  the  Bank  of  England  were  then,  and  hato  htm  afir  sineo,  a 
legftl  tender  in  England. 
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weigbt,  and  they  are  rea^j  changed.  Why  did  the  British 
governmenf  determine  to  coin  46 sovereigns  from  a  pound  of 

gold  ?  Why  admit  such  fractions  into  their  coinage?  Why  not 
make  the  coins  even  parts  of  a  pound,  so  that  every  one  might 
know  the  quantity  of  goM  in  his  coins,  as  well  as  tlie  value  ? 
The  reason  Avas,  that  the  British  government  having  resolved 
that  the  pound  sterling  shoiild  be  represented  iu  the  coinage, 
there  could  be  no  discretion  as  to  the  quantity  of  gold  in  the 
eovercign,  for  the  value  of  a  pound  sterling  was  well  known  to 
all  the  people,  and  had  remained  unchanged  for  more  than  a 
century,  and,  hut  for  unwise  legislation,  or  want  of  legislative 
care,  would  remain  far  more  steady,  and  freer  from  fluctuations, 
tlian  :r*^>ld  "r  silver.  The  soverei^rn  was  then  necessarily  made 
to  weigh  5  dwts.  3y!]  grains,  that  it  might  represent  the  British 
unit  of  money  of  account ;  that  is,  it  was  made  the  equivalent 
of  a  value  known  and  fixed  before.'  The  British  government 
did  not  create  or  enact  the  money  of  account ;  it  grew  up  with 
the  progress  of  the  nation,  and  although  it  had  undergone  muta- 
tions under  abusive  regulations,  yet  it  remained  unchanged  from 

*  The  Franc  of  France  weighs  (silver)   7C.5  grains. 

Napoleon,     "         "     (gold)   99.2 

Sovereign,  England,  "        "   122.5 

Sbintng,  "     (silver)   86.5 

Dollar,  U.  States,     "       '*   412.5 

Eagle,    **  **    (gold)   258.  ** 

The  coins  here  mentioned,  and  all  others,  are  seearately  adjusted  in  weight 
to  the  unit  of  the  rsepeetite  moneys  of  account  they  represent.  The  money 
of  aoooont  is  not  chnn|;ed  to  suit  the  coins,  but  the  latter  to  represent  the 

former.  Whore  this  adjustment  is  not  correct,  ns  was  the  case  with  our 
gold  coins  before  1^.]4,  the  coins  trill  not  circulate.  If  coins  are  undorvnlucd 
in  the  money  of  account,  they  will  be  melted  or  exported ;  if  overvalued, 
they  will  be  refaied.  The  ac^nstment  of  tbe  coin  to  the  unit  of  the  money, 
or  the  part  it  parporto  to  repreeent,  mast  be  correct  to  the  minutest  frae- 
tico.  This  is  beeanee  coins  are  made  a  legal  tender.  Bars  of  f^ld  or 
silver  of  any  sixe  may  circulate  by  weight  nt  the  market  price.  Coinoge, 
with  a  law  makin^^  the  coins  a  le<riil  tcii<it'r,  is  fixinp^  the  price  by  law  of  the 
precious  metals,  and  is  open  to  eerious  objections  when  appli{?d  to  larger 
sums.  All  that  a  goTernment  can  do,  in  the  way  of  fixing  this  price,  is  to 
force  creditors  to  take  them  at  the  price  fixed. 
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the  time  it  oeased  to  be  improperlj  tampered  with  and  abused. 
This  tbo  gpTeroment,  in  tbe  meunre  of  1816,  wisely  okoee  to 

respect. 

It  was  a  prom  in  on  t  feature  of  this  incnstire,  that  it  fixed  the 
priee  of  gold.  The  British  pound  would  hare  remained  steady, 
and  capable  of  expressing,  by  its  fractions,  every  variation  in  the 
price  of  gold ;  but  the  emission  of  a  coin  as  the  equivalent  of  a 
pound  made  it  difiicult  for  any  but  dealers  in  bullion  to  tell  when 
gold  changed  in  value.  Two  thinge,  essentially  distinct,  were 
thus  blended  in  the  minds  of  the  mass'  of  the  people ;  dealers  in 
hvllion  alone  coald  detect  changes  in  the  valne  of  gold,  bat 
the  people  conld  not  distingnish  between  the  poond  of  the  money 
of  account  and  the  sovereign.^    This  difficoltj  was  inereased, 

*  "If  wc  hiivc  attained  a  clear  conception  of  the  functions  of  the  incmcy 
oC  account,  ■wc  are  able  to  answer  the  question,  wuat  is  a  rorsn?  l^y  sim- 
ply replying,  that  il  U  the  unit  of  iht  viomy  of  accoutU  of  Great  lirUaitu 
The  value  of  that  nnit,  or  ito  power,  everybody  ia  that  country  knows.  Tbo 
statute  wUch  flzet  the  mint  price  of  gold  in  Sngltnd  b  an  applioation  of 
the  money  of  accoant  by  Parliament  to  the  article  of  gold ;  and  it  really  no 
more  chnnpes  the  nature  of  the  mnnpy  of  account,  when  applied  by  la^  to 
express  the  value  of  an  ounce  of  gold,  than  if  a  merchant  had  bo  used  it. 
The  pric(«  of  an  ounce  of  gold  is  declared^  by  statute,  to  be  permanently  at 
jC3  11a.  lO^t^.,  and  tb«  Bank  of  Ilngland  is  required  to  purchase  it  from  all 
who  offer,  at  £3  17e.  9i.  Althoagh  tho  efltetOf  thns  declaring  permanently 
the  valoe  of  gold  maj  eonfiiee  the  ninde  of  maaj,  and  lend  them  to  infer 
that  tho  ounce  of  gold  is  the  £3  lis.  \(i\d.,  it  docs  not  rcatain  the  Ics.s  true 
that  it  is!  a  simplo  expression  of  value,  and  that  the  ounce  of  gold  and  the 
JC3  17'.  K'](/.  are  not  convertible  terms,  because  the  latter  expresHe"*  the 
value  of  the  former.  It  may  be  asked,  what  did  X3  17*.  lOjJ.  mean  before 
it  M!i8  used  by  the  statute  to  denote  the  value  of  an  ounce  of  gold?  Did 
not  pcopio  nnderetanit  by  £3  lie.  10}^.,  the  eme  thing  after  its  nee  in  the 
siatnte  as  before?  And  how  nunj  thoimads  vedran  fiuniliavlj  In  ponnde^ 
■hilling!',  and  |m  ik",  who  loMW  nettling  about  the  mint  price  of  gold. 

"If  a  British  statute,  or  proclamation,  declares  tho  gold  Napoleon  of 
France  to  bo  vv-drth  l.'').s>.  10J<i.,  that  i.s  not  merely  declaring  the  Napoleon  to 
be  worth  its  weight  in  goM,  it  is  the  expression  of  the  value  in  English 
money  of  account;  it  is  not  the  same  as  if  it  bad  declared  that  the  Napo- 
leon, weighing  ninety-nine  grains  and  Iwo-tenthe,  is  eqnal  in  value  to 
ninety-nine  gtaine  and  two'tenths  of  geld.  Sneh  adeolaialioa  m  this  wonld 
only  be  intelligible  to  thoee  familiar  with  the  process  of  weighing  goM.  Te 
aaj  that  a  Napolwn  is  worth  15«.  10|<2.  is  pezieedj  iateUigible  to  evwy 
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and  the  confusion  confirmed,  by  the  enactmont  mftkiDg  8ov»> 
reigns  b  legal  tender  for  debts,  at  iho  rate  of  a  pound  sterling ;  ^ 
this  WM  fixing  the  price  of  gold  by  law,  and  fastening  the  monej 
of  account  to  gold,  whatever  might  be  its  fluctuations.  When 
this  was  done,  the  mint  prioe  of  gold  was  £S  lis.  10|i. ;  and  this 
became,  nnder  that  enactment,  thenceforward  tha  fixed  price  oC 
gold  in  Great  Britain,  at  which  all  persons  were  compelled  to 
receive  it  in  payment.  Whaterer  may  be  said  of  the  policy  of 
fixing  the  price  of  any  article,  oYon  that  designated  for  mone^ 
by  law,  it  cannot  be  qaestioned  that  it  was  a  false  step  to  endan- 
ger the  steadiness  of  the  money  of  acoonnt  by  fastening  it  to  any 
coin  or  quantity  of  gold.  The  fonction  of  money  of  acconni 
bemg  to  express  and  register  yalnes  or  prices,  whatoTer  tended 
to  confuse  its  operation,  change  its  power,  or  render  its  expres- 
sions less  intelligible  or  less  reliable,  was  surely  to  be  avoided 
Snch  a  measure,  if  gold  remuned  unchanged  in  value,  could 
have  no  other  ill  effect  tlian  preventing  people  from  apprehend- 
ing clearly  the  distinction  between  the  nnit  of  the  money  of 

Bofli^'h  car ;  but  if  you  were  to  oA  the  exact  weight  in  gold  which  woald 
be  equivalent  to  15.?.  lO^d.,  not  one  person  in  a  ihonud  flWild  l^y  will»* 
out  a  calculation,  or  consulting  some  authority. 

In  England,  gold  is  the  only  legal  tender  for  sums  over  forty  shillings. 
If  jou  enter  a  warehouse  in  London,  and  aak  the  price  of  any  number  of 
articles  over  that  eon,  the  iaiesnaa  will  Infom  yoo  iiMtaatly ;  but  if  joa 
atk  him  horn  muoh  gold  you  ehall  weigh  him  Ibr  say  avtiola^  he  euuMi 
•ntwer. 

"AVhen  the  English  farmer  asks  fifty  pliillinga  a  quarter  for  his  wheat, 
does  he  measure  the  value  by  a  mental  reference  to  lifty  frliillingfl,  or  to 
two-and-a-half  sovereigns  in  gold?  Or  dora  he,  on  the  instant,  think  of 
either  silver  or  gold?  Does  he  think  of  anything  beyond  expre^biug  a  price? 
Aad  did  be  aoti  with  equel  nadSaese,  give  the  nte  before  the  mint  price 
of  gold  wee  fixed  ae  at  pteeertt  U,  ae  eome  cay,  the  aaniiBg  a  prioe  is 
strictly  a  comparison  of  the  article  priced  with  its  equivalent  in  the  gold 
•luidard,  why  is  wheat  continually  quoted  in  shillings,  of  which  there  is 
no  equivalent  in  gold,  instead  of  in  pounds  and  fractions?  Why  say  fifty 
shillings,  instead  of  X2  10*.  ?  If  tlie  prtjcoss  of  naming  a  prioe  was  strictly 
a  comparison  with  gold,  the  mind  would  naturally  cling  to  the  pound  or 
sovereign,  aad  ill  ftaetaene,  especially  when  theve  sm  eqidndeate  in  gold, 
■ad  eay  twoaadahalf  sefew|gse.''«-^Jfiwtoirc  Ma§mim,  Apni,  VM, 
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account  and  the  sovereign,  or  gold  bullion.  But  if  tho  recent 
influx  of  gold  had  been  accompanied  by  the  fall  in  the  price  of 
that  metal,  which  the  extraordinary  quantity  seemed  to  warrant, 
then  the  confusion  which  must  have  befallen  the  money  system 
of  Great  Britain  would  have  been  disastrous  bevoiul  estimate  or 
conjecture.  The  evil,  though  alleviated,  is  greater  than  is  now 
suspected.  It  is  strange  that  it  does  not  create  more  apprehen- 
sion. Great  Britain  has  bound  all  her  subjects  to  receive  5  dwta. 
and  3^^]  grains  in  payment  of  a  pound  sterling.  The  iminenBe 
pecuniary  transactions  of  that  country  with  all  the  world  tends 
to  uphold  the  price  of  gold  when  it  exhibits  a  tendency  to  link. 
The  flow  of  gold  from  all  the  world  to  England  has  been  seen, 
and  the  current  of  siWer  from  SnglaDd  hfw  not  been  less  visible. 
The  depredation  most  proceed  to  a  serious  extent  before  its 
effects  beeome  clearly  revealed  or  appreciated.  The  evil  must, 
b j  its  own  nature,  enhance  itself ;  for  the  depreciatkm  being 
more  clearly  perceived  elsewhere,  tbe  gold  would  increase  in  its 
flow  to  tho  point  of  over-Taluatioii*  Each  step  of  this  deprecia- 
tion woujd  affect  everj  peconiajry  trmnsaetkm  of  llw  oountiyy 
and  ooiistitute  an  attack  on  the  national  SM»ey  of  aeooont,  ia 
which  all  prices,  rents,  iH^igM,  salaries,  taxes,  and  secarities  for 
money,  are  expressed.  The  magnitad|e  of  such  an  evfl  is  whoUj 
beyond  estimate.  That  Great  Britain  has  not  already  suffered 
more  from  this  sonrce  is  one  of  the  most  extnM^naiy  things 
in  the  history  of  commerce;  for  no  sane  man  woold  haTc  sap- 
posed  that  sash  an  inflnx  of  gold  ooold  take  plaee^  as  has 
oecmved  within  fire  ymn,  wiihoat  a  heavy  depreciation.  The 
oansea  which  have  delayed  this  depreciation  are,  many  of  ihem, 
now  wen  nndtirstood.  Among  them  are  nsnally  mentioned  as 
proi9inent,  an  immense  displacement  of  silver  by  the  export  to 
the  Baat,  caosed  in  part  by  rerolotlonary  morements  In  Ohtna ; 
contemplated  rebellion  in  British  India ;  short  crops ;  the  in- 
crease of  enterprise  and  manufacturing  industry  on  the  conti- 
neut  of  Europe  ;  together  with  an  immense  absorption  of  capital 
in  the  construction  of  railroads;  these,  added  to  the  war  with 
Eubsia,  produced  a  demand  for  gold  which  no  previous  combina- 
tion of  circa  mataneea  ever  equalled. 
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We  otn  Murcely  doaM  tliat  the  depreeiation  of  gpld  hm  onlj 
been  postponed,  and  that  it  cannot  he  avoidedy  whether  it  is  to 
take  pUce  hy  a  proceis  bo  slow  as  to  he  peroeptiUe  only  to  those 
who  will  be  shrewd  enough  to  take  foil  advantage,  or  whether  it 
occor  so  rapidly  that  none  may  esoape  its  eomeqiieiioes.  Bat 
whether  slow  or  quick,  it  cannot  occur  without  much  eril  to  Great 
Britain  and  the  United  States.  There  is  no  excuse  for  encoun* 
tcTiiiL;  such  a  niischiuf  without  preventive  measures.  The  diffi- 
culty ill  providing  a  remedy  is  only  that  which  arises  from  the 
coiuagu,  and  thnt  prc-cuis  uLiitaclc  only  in  reference  to  the 
merest  retail  l-iioiuess.  Great  Britain  has  only  to  adopt  lIic  same 
principle  and  practice  in  regard  to  gold  that  has  long  prevailed 
in  reference  to  silver.  Let  gold  ahovc  five  sovereigns,  or  some 
other  suitable  amount,  be  a  tender  only  at  the  market  price. 
The  regulation  of  the  United  States,  on  the  occasion  of  the 
great  iuUux  of  gold,  was  precisely  that  which  it  ought  not  to 
have  been.  Gold  should  not  have  been  made  a  legal  tender  in 
sums  above  twenty,  or  thirty,  or  fifty  dollars,  except  at  the 
market  price,  which  will  be  familiar  to  all  when  it  is  permitted 
to  find  its  own  range  like  other  commodities. 

If  this  were  so,  every  fall  of  gold  would  be  at  once  marked 
on  the  money  of  account.  An  ounce  of  gold  would  bo  quoted  in 
London  at  £3  17^.  IQ^cU,  w  at  £3  178.  5d.,  M  17t.  QtU^  M 
108.  ()'7.,  £^  Om,  Od^  acoordmg  to  its  market  price.  Every  eon- 
tract  for  money  in  the  nation  would  remain  intact,  and  every 
debt  paid  in  gold  would  be  paid  only  at  the  market  price.  The 
sovereigns,  and  other  gold  coins  and  bars,  would  be  public  cer- 
tificates of  the  quantity  and  quality  of  the  gold  in  them,  hut 
would  be  received  only  at  their  current  valne*  No  confusion  or 
mischief  could  follow  this  repeal,  to  be  compared  with  that  which 
may  be  feared  if  a  heavy  depreciation  in  gold  should  occur. 

The  government,  by  the  adoption  of  the  gold  standard  in 
1816,  the  ooinage  of  sovere^s,  and  making  gold  a  legal  tender 
at  a  fixed  rate,  endangered  the  money  of  aooonnt,  and  plaeed  its 
Teiy  existence  on  the  hazard  of  the  valne  of  gold  remaining  un* 
changed.  No  possible  improrement  in  the  coinage  of  a  coontry 
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could  compensate  for  the  mischiefs  of  a  ruined  or  confused 
money  of  account.  It  is  true  that  such  mischiefs  have,  in  past 
time:-?,  been  often  inflicted  upon  nations ;  but  the  real  history  of 
these  evils  is  yet  to  be  written,  and  their  magnitude  to  be  appre- 
ciated. New  coins  are  frequently  introduced  with  impunity; 
And,  great  as  the  evil  of  an  over  multiplication  of  coins  has 
been  in  many  parts  of  the  world,  it  does  not  compare  with  the 
evils  inTolved  in  an  unsettled  or  broken-down  monej  of  account, 

Tb«  period  of  the  sospension  of  apecie  payinoiita  by  the  Baak  of  England, 
from  1797  to  1822»  fornhhes  a  fit  illnstration  of  the  ftinctiona  of  a  money  of 

nccuunt.  This  period  included  the  irars  of  the  Fn.'ticli  ]ievolutli>n  and  of 
Napoleon,  and  the  tliree  v^nrs  nf  wnr  between  Groat  T.ritnin  .m  l  the  United 
States.  The  comm*  rcKil  ]iaynieiits  of  (jroat  Briyiin  wrrf,  duiin;;  that  pe- 
riod, effoeted  nlmost  entirely  by  means  of  credit:  gold  was  so  much  in 
request  for  military  purposes,  that  it  became  an  article  of  merchandize  ia 
constant  demand,  at  a  hi;;h  price,  in  England  ibr  shipment  to  the  continent 
The  daily  transaetiimt  of  men  involving  the  whole  business  of  the  eoantry, 
the  payment  of  taxes  and  wages,  the  sale  of  goods,  the  whole  moT^ 
nipnt  of  income  and  expenditure,  and  the  internal  exchanges  of  the  cntintry, 
•were  carried  on  by  sulustitute^  for  money,  or  by  the  various  devices  of  cn'dit. 
Daring  this  long  period  of  paper  currency,  the  mouey  of  account  fulfilled 
its  functions  with  a  steadiness  snrprising  to  those  who  understood  not  its 
nature.  All  the  cpntracts  of  Great  Britain  involving  price  and  payment 
%ere  mode  in  the  language  of  the  money  of  acconnt.  For  more  than  a  score 
of  years  it  was  the  medium  of  expref^ing  the  price?  of  all  eommoditie$>,  and 
all  services.  It  was  equally  so  before  1707  and  sin*  o  182'2 ;  but  when  there 
18  a  currency  of  gold  or  silver,  or  a  paper  currency,  tbat  is  convertible,  it  is 
difficult  for  many  to  separate  the  oflice  of  a  money  of  account  from  that  of 
coins.  It  is  8o  fixed  iu  their  minds,  that  gold  and  silver  are  the  practical 
measures  of  value,  that  there  is  bo  place  in  their  conception  for  the  exist- 
•HM  or  movement  of  a  money  of  Mooimt.  It  aeems  ttrange,  however,  that 
any  ooo,  daring  this  period  of  BOflpension  of  specie  paymenta  in  Great 
Jiritain,  conld  have  failed  to  ftee  the  working  of  the  money  of  account.  Gold 
and  silver,  during  all  that  period,  ceased  to  be  employed  as  monej'  in  large 
transactions:  no  man  sold  his  goods,  or  rendered  bis  services,  with  the 
expectation  of  payment  in  coins  or  bullion. 

Pew  people  in  Great  Britain*  i»  that  day,  knew  Hm  anel  priea  of  gold, 
ted  BO  OBB  hesilatsd  an  iostaBtte  aAiriBg  his  price  to  oUnt  artielee  in 
pounds,  shillings  and  pence.  Xor  did  the  dealer  in  coinn  and  ballion  hesi- 
tate in  naming  their  price  in  these  denominations.  During  all  that  period 
it  was  the  sole  me<lium  of  valuation,  the  sole  medium  of  expressing  or  fixing 
prices.  Business  men,  in  those  days,  did  not  refer  to  the  precious  metals 
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f n  tlMit  oldiMry  IrwiMekioiit.  TIm  obsrgee  in  ClMir  booktof  aoemmt,  aa4 
the  rami  tzpvened  in  Mrlnlb  of  MNdungt  nn4  fmakBorj  notai,  wer* 
tinted  in  tiM  money  of  account ;  but  they  were,  neither  bj  law  nor  bj  ent* 

torn,  payable  in  coins  or  ballion.  As  a  matter  of  fact,  the  demand  for  gold 
fur  exportation  bo  increased  its  value,  that  it  was  sold  at  times  as  high  as 
100  shillings  the  ounce,  instead  of  77  shillings  and  10^  pence,  the  mint 
piriee.  The  |Nroof  that  thie  was  no  depreciation  of  the  paper  currency,  ae 
•one  eontended,  ie,  tbnt  tbe  flnctaatlone  of  iQMr  did  not  ooireopead,  either 
in  time  or  rate»  with  tlioee  of  gold.' 

There  is  no  adeqoate  im>of  that  general  prieee  in  Sngtnnd  indionted  my 
depreciation  of  the  paper  of  the  bank.  It  was  never  quoted  as  below  par. 
The  high  price  of  gold  was  the  only  real  ground  for  alleging  a  depreciation 
of  the  paper.  Yet  this  fluotuaUon  in  the  price  of  gold  had  occurred  fre- 
quently before  the  suspension  by  tlie  bnnk  in  1797.* 

It  ie  inipoeiible,  then,  to  lefbee  to  tho  non^  of  nooonnt  of  Ovmt  Britain 
the  credit  of  httving,  dnffhg  tho  InportMit  period  of  Britieh  hietoty  between 
1797  and  1822^  Mftlled  the  grent  office  of  eerring  as  the  mediam  by  which 
the  people  measured  or  expressed  the  prices  or  values  of  all  commodities 
and  Bcrviors  in  all  private  and  all  public  tranaactiona.  It  is  equally  true 
that  it  had  done  so  before,  and  has  done  so  ever  since.  During  that  time 
they  were  always  conversant  witii  money  of  ecooant,  but  rery  little  with 
colne.  It  wne  no  more  efident,  howeter,  dvring  thnt  timo  than  ainoe,  that 
the  fixing  n  price  and  espneeing  it  an  momqr  of  aocoant  is  one  tUn^  and 
payment  ie  another  and-qnite  a  different  thing. 

In  many  of  the  recent  discussions  in  regard  to  the  adoption 
of  a  decimal  system,  the  importance  of  the  British  money  of 
account  is  not  only  fully  acknowledged,  both  hj  writers  and  by 
the  eminent  men  who  were  examined  before  the  Parliamentary 
committee,  but  the  necessity  of  preserving  it  intact  is  strongly 
urged.  Now,  if  thus  important,  %vhere  is  the  treatise  or  work 
in  which  the  nature  and  functions  of  a  money  of  account  are  doYO- 
loped  ?  Where,  in  what  book,  or  from  what  authority,  tare  wo 
to  learn  the  doctrines  of  this  rery  importaat  agent  in  oommer* 
<dal  transaotioiiB  ?  ^ 

'  8e«  within,  th«  dosing  pimgrapbs  In  Ae  Chapter  on  the  Beak  of  England. 
•  a«M  wee  ^psto^  ftt  «h»  «atae  eflaei,  at  MkvBt— 

1783,  March..M^M«....  81*.  9d.     onm  tte  adat  filM  betav  TVe.  llldL 

1783,  May   82«.  «  «  «  m  u 

1792,  Maj  to  8«pt~        8U         "  «  u  ti  u 

mft-6^^..„.....„........  U«u8lfc88«.peroaBee.  «  «*        «  « 
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If  changes  of  tempentore  osn  be  measured  and  expressed 
by  the  degrees  of  a  thermometer;  if  the  pressure  of  the  attno- 
sphere  can  he,  m  like  manner,  expressed  by  the  scale  of  a  baro- 
Biefcer  ;  if  places  on  the  surface  of  the  earth  can  be  indicated  bj 
lines  of  latitude  and  longttidft ;  if  mea  smdevstand  e«eh  other 
vben  they  speak  of  a  foot,  a  yard,  a  pomid,  an  <mnce»  an 
acre ;  and  if  these  modes  of  expressing  temperature,  pressure, 
locality,  length,  weight,  &c.,  can  be  carried  in  men's  minds,  and 
employed  eoostantly  and  intoUigently  to  azpress  definite  id«aa, 
how  IB  it  that  we  baTe  been  bo  dow  to  appi^end  thai  ptioeB  or 
vilnea  may  be  ezpreaed  in  a  similar  way?  How  fa  it  that  men 
can  carry  in  thdr  nunds  distinct  and  deiSnite  ideas  of  poandst 
yards,  feet  and  acres ;  that  they  can  make  estimates,  sales  and 
contracts,  inTolTiog  immense  wei^t  in  ponnds,  and  vast  lengths 
in  yards,  and  large  sarfaces  in  acres  or  fee^  withost  any  appli* 
cation  of  scales  or  yacd-stiolcs,  if  they  cannot  carry  in  their 
minds  definite  ideas  of  pounds,  yards  and  feet?  It  would  be  a 
Tain  attempt  for  vemment  to  replace  these  ideal  methods 
for  others  substituted  by  authority.  The  old  thetmoaislers^  baro* 
meters,  degrees  of  latitude,  pounds,  yards  and  feet  would  main- 
tain their  empire  over  the  minds  of  men  once  fblly  accustomed 
.  to  ihem,  for  whole  generations. 

1 4.   OabmUl  cnrremy  of  Oanaiot  «tnd  ^  Uu  HUrUm  eoiaain  now  qf  Utt 

UitiUd  ^att»» 

The  flontUimd  saisteiwe  of  the  mooey.of  ■aeooat  io  the  British  colonies 
of  North  AmeriM  Atnbbei  an  apt  lUastntkni  of  die  natare  and  woiUag 
•f  the  ideal  ieale  by  whioh  mea  make  eonpiitatioas,  and  expMts  priees. 

The  money  uf  accoant  ia  the  same,  in  terms  or  deaominations,  as  that  of 
England,  though  not  the  eame  in  meaning.  The  pound  unit  of  Canada  does 
not  express  the  same  value  as  the  pound  sterling.  It  is  not  now,  and  never 
was,  represented  by  any  coin  of  gold  or  silver.  The  people  of  these  Jiritish 
oolonies  reoeira  and  pay  out  tbe  ooins  of  logland  and  France,  the  United 
sad  othar  eenalriaa^  alwais  eetinalfaig  their  vahie  or  piioa  in  tfaair 
own  ssoDtj  af  aooonnt  Thi^  hm  tbair  ova  baaHng  i^alaa^  aad  lhair 
own  bonk-notaa  issued  in  sums  expressed  in  their  own  money  of  account. 
So,  also,  are  expressed  the  prices  of  all  articles  of  merchandixe ;  and  all 
thair  domaatio  money  tranaaotiiMM  ara  aflectad  in  like  manner.  If  tba  twia- 
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citj  of  those  people  for  their  money  of  nccount  hnd  not  been  p-cat,  it  cnuld 
not  boTO  beeD  maintsuncd  tbas  unchanged  for  over  half  a  century  under  the 
drcomsten^M  of  their  intimate  re1ation«  with,  and  dependence  on,  the 
government  of  Great  Britain.  All  the  offiem  and  eoldiera  of  the  army  who 
go  out  from  the  parent  country, and  all  the  emi{;rant«,  carry  with  them  their 
habit  of  uainj;  tho  British  money  of  accnunt :  thorp  must  be  incessant  occa- 
sion, throughout  tliose  colonics,  of  comparing  tlieso  two  moneys  of  account; 
80  much  80,  that  very  many  of  the  people  must  bo  as  familiar  wiili  the 
British  money  of  account  as  their  own.  The  inconvenience  of  this  diiTcr- 
enoe  mnafc  be  Tory  j^at  for  the  British  government  and  its  officials,  as  welt 
as  for  the  oolonial  goremments  and  people.  The  temptation  of  the  Impe- 
rial goTemmont  to  malce  the  oolonial  money  of  account  conform  to  that  of 
Great  Britain  must  be  very  great;  yet,  in  the  face  of  .ill  these  circum- 
8tari(;<\«,  this  colonial  money  of  account  maintains  It^  8way  in  the  habits 
and  minds  of  the  people.  We  are  not  minutely  acquainted  with  its  hi8tt)ry. 
The  latest  antbority  in  oar  hands  gives  its  value  as  one-tenth  less  than  ster- 
ling; that  is,  £100  oolonial  is  eqnal  to  £90  sterling.  It  would  bo  interest- 
ing to  Isara  whcdier  this  oolonial  money  of  aeoount  has  nndergone  any 
change  within  the  last  fifty  years.  It  is  quite  probable  that  fluctuations 
have  taken  place  in  the  pricp  nf  the  precious  metals  in  thc«o  colonies,  owing 
specially  to  an  unfavorable  exchange  crcnting  a  'leniand  for  specie  forexpor^ 
tation.  Such  uccasions,  by  showing  an  increased  price  of  the  coins  in  eir- 
eolation,  might  to  some  appear  tike  a  change  in  the  value  of  the  money  unit ;  ' 
whtbt^  in  huai,  they  wonld  only  prove  a  looal  demand  for  the  coins  or  boW 
Bon,  and  an  enhaneed  pciee.  Bal  what  it  is  desirable  to  know  is,  whetbet 
the  Canadian  pound,  or  unit  of  aeeonnt,  has  undergone  change  in  its  power 
or  valup  rluring  the  last  fifty  years,  as  the  same  is  employed  by  the  mass 
of  the  people. 

British  North  America  furnishes  another  remarkable  instance  of  perse- 
vering adhesion  to  a  money  of  aoooont.  The  Vkenob  inhabitants  of  Lower 
Canada  eling  to  the  dd  mode  of  epmpntatioa  wbieh  prevailed  in  IVanoe  a 
century  ago,  when  their  ancestors  emigrated  thitber.  Despite  thdr  long 

subjection  to  British  authority,  to  their  being  long  surrounded  by  a  larger 
population  using  another  money  of  account,  they  cHnj;  to  the  denominn- 
tiona  ot  Itnrs,  .-.oujj  and  deniers.  This  is  a  continuation  of  the  old  French 
money  of  account,  in  which  the  French  Canadians  yet  express  all  their 
pfioes,  and  by  wbiob  tbey  czprees  the  valoe  of  nU  the  coins  in  circu- 
lation. 

The  habits  of  these  CanadioM  alRird,  then,  plain  pNof  Owl  moB 
do  not  measure  the  value  of  goods  by  means  of  gsU  or  sllvar,  or  fliirif 

substitutes,  bank-notes;  and  that  they  do  it  by  means  of  n  money  of 
account,  which  is  employed  not  only  there,  but  in  all  civilizf.l  cdontries,  to 
express  the  price  as  well  of  goods  as  of  money  itself.    We  tiiiuk  it  will  bo 
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found  that  the  French  Cnnadian  money  of  acooont  has  undergone  no  change 
in  its  power  or  value  for  a  whole  century.' 

Aft  the  time  of  the  eepantion  of  the  United  States  from  Great  Britain, 
ttie  money  of  aoeoitat  of  all  the  eoleniee  was  ezpveeaed  in  pounds,  shilUnni 

and  pence ;  but  these  terms  had  very  different  signiBealkms  in  the  various 
•olonies.  The  term  or  unit  pound,  in  the  fullowing  named  colonicB,  is  ex- 
pressed as  beh)w  in  our  present  money  of  account.  No  one  of  those  units 
corresponded  to  the  pound  sterling  —  that  of  ^uuih  Carolina  being  nearest. 

£1,  F«w  Eag bad  and  Tbgiala.........  It  tqoal «» ttJB$,  or  6t.  to  fhs  dollar. 

«'  Now  York  and  North  Carolina   "  S2.50,  or  8#.      "  " 

«'  rennsylvania  aii.l  Miil<ilo  States....    **  $2.00,  or  7#.  6</.  "  " 

"  South  CiiroUna   "  $4.28,  or  4«.Si/.  "  * 


Whoever  will  talce  the  troulile  to  trace  the  liistorv  of  these 
yarloii.s  and  (liflTering  moneys  of  account,  will  find  that  coina;^c, 
or  the  rcfTiilatiuns  of  mints,  had  little  to  do  with  it.  The  variations 
originated  in  part  from  the  same,  and  in  part  from  different 
causes.  Whilst,  in  En;:rlaiid  and  France,  and  otiier  European 
countries,  the  fall  in  tlie  value  of  the  unit  of  the  money  of 
account  was  caused,  generally  and  mainly,  by  abusive  and  fraudu- 
lent regulations  of  the  coinage,  in  the.se  colonies  this  departure 
\n  Tftrious  degrees  from  the  pound  sterling  proceeded  from  the 
monetary  struggles  arising  &om  OTer-importation,  a  consequent 


'  As  a  specimen  of  the  manner  in  wbioh  the  prices  of  varionji  eoins  Iran  ezprsSMd  ill 

tho  moncvs  of  account  of  tho  Kriti.sh  Provinces  of  Nortli  Ame  rica : — 


Coios.       Kora  SooUo,  Halifax.    ix>ver  Caoada,       Upper  Canada.       Pr.  BtSMffil* 
Af.d.  £«rd.  t  ».  A.  £a.d. 

British  Guinea   13    4  .........  1    S   ft  15  6   

'*     Sovereign.-  15   0  —  —  _  ........  14  4   1  10  — 

Amerlean  Eaglo.w,  2  10  —  —  —  —  ........  ~  —  —   3  2  6 

Britiph  Cmwa..   .........  -^5  8  .........  —  SO  .........  —  r  < 

"     Shilling.^...   —   1    1  .........  —   1    3   —  1   8  " 

American  Dollar  ...  —   5    0   —   5    0   —   6   0   —   6  8 

French  Crown.  —   5   6  ^  —   6   6  —  —  —  ........  — 

«    PiToFnuM.—  4  T....   4  8   

Martinet  Brtthk  CWmim,  pagt  SM,  and  AfpmuU*,  fagt  58, 

VBtls  of  the  SMMMTi  ofsoeoaiit  of  somo  of  fho  Britiih  Uhada  ue  as  foUowi:-^ 

Jtmaie£..,.,t   £1  itnllng  oqoalt  £1  8t.  or  6*.  8<2L  to  the  dollar. 

Bnrbndoc?   **               "     £1    7».  or       ?.<l.     «  « 

Win.Iwiird  Islands   "     £1  IS*,  or  8«.  .^r/.    "  « 

Leeward  lalauda   **              "     £2   0«.  or  9$,  Qd,    '*  » 
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long-continued  unfavorable  exoliange,  and  from  a  depreciated 
paper  currency.  The  diffcront  circumstances  of  different  colo- 
nies led  to  varying  results;  but,  when  the  advance  of  iudua* 
try  and  domestic  trade  had  secured  greater  prosperity,  and 
a  more  settled  policy,  these  Tftrious  moaeys  of  amoDt  became 
fixed.  Ibere  never  had  been  any  coinage  to  oorretpond  with, 
or  sustain  any  of  them.  The  coins  in  dreolation  were  almost 
ezdwirely  Spanish ;  there  could  be  no  pretenoe  that  these 
nonejs  of  account  oorresponded  with  or  represented  any  coins 
or  system  of  coinage,  or  that  thej  were  in  the  slightest  degree 
sapported  by  coins  or  coinage.  Every  coin  in  oircolation  was 
«B  mveh  the  subject  of  price  eatimated  in  these  moneys  of 
aceonnt,  as  a  bushel  of  wheat,  or  a  barrel  of  flour.  All  prices 
in  each  colony,  and  subsequently  in  each  State,  were  expressed 
in  the  pounds,  shillings  and  pence  of  that  locality.  The  people 
measured  not  Talues  by  coins,  but  they  expressed  die  known 
Take  of  coins  like  other  ascertained  quantities,  by  their  own 
money  of  account.  These  varied  moneys  of  account  were  adhered 
to^  from  mental  habit,  for  thurty  to  fifty  yean  after  our  present 
simple  decimal  system  was  adopted.  It  is  no  uncommon  thing 
now,  in  the  interior  of  Virginia  and  Massachusetts,  to  hear 
people  express  prices  in  the  old  money  of  account.  In  New 
York  the  term  shilling  prevails  yet,  as  it  agrees  with  the  Spanish 
subdivision  of  the  dollsr  adopted  as  the  unit  of  our  national 
money  of  account.  It  was  a  common  practice  for  merchants, 
for  twenty  years  after  the  adoption  of  the  dollar  unit,  to  keep 
their  books  in  the  pounds,  shillings  and  pence,  witli  hlank 
columns,  in  which,  at  their  leisure,  they  converted  their  first 
entries  into  dollars  and  cents.  For  though  merchants  and  pro- 
fessed accountants  became  familiar  with  dollars  and  cents, 
they  were  obliged  to  deal  with  the  people  in  pounds,  shillings 
and  pence.  It  is  true  the  value  of  the  dollar  was  well  known  to  the 
men  of  that  day,  but  it  was  kiv  ^vn  only  as  the  value  of  other 
things ;  it  had  no  place  in  the  minds  of  the  people  as  the  unit 
of  a  money  of  account.  For  them,  prices  expressed  in  dollars 
■would  have  to  bo  converted  into  pounds,  shillings  an<l  j)ence. 
In  the  latter  terms  they  ina|antly  understood  prices  in  all  their 
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niatioiis;  hot  prioes  expressed  m  don«i«,  or  In  stezlfog  nonej, 
involved  a  ealeulatioii.  NotirithstftDding  the  simplicity  of  the 
doHflMT  wut,  and  the  extreme  inconvenienoe  of  the  differing 
monejB  of  aeooont  in  the  different  States,  seventy  years,  or  two 
generations,  have  passed  since  the  change  waa  made,  and  yet 
traces  of  the  old  habits  of  reckoning  are  to  be  met  with  in 
all  the  old  States.  If  any  man  finds  himself^ nnablc  to  compre- 
hend the  working  of  a  money  of  account,  and  its  firm  hold  on 
the  minds  of  people,  let  him  study  these  moneys  of  account  of 
the  Atlantic  States  of  North  America. 

2  5.  Moneys  of  account  in  Jtabj,  Germany,  d'C. —  £viU  oj  varied 
mSma^-^  Cdbiafft  implies  a  previous  price-^  Coiw  not  a  WManri— 
JMeav  in  maneif  of  naemuA  undintooi  imkmlaneously  —  Bieardo  —  Sir 
JtUMB  Sttwart — BiMhip  Berluiejf'—Mbntetfuim'^Jbnqfifaeeomti  to 
he  fahen  at  U  i$,  and  itt  UmiU  of  nt^huu  tlndiod—Sdintwrgk 
Iteoiem,  .  * 

We  have  abstained  from  entsriDg  at  large  into  any  notice  of  the  moneys 
of  account  of  various  Kuropcan  conntries,  which,  though  full  of  instruction, 
are  so  complicated  iK-ith  questions  of  bankin;;  and  coinage  as  to  be  less 
easily  understood.  The  small  extent  of  the  separate  countries  of  Germany 
ttod  Italy,  and  the  consequent  multiplication  of  contiguous  mints  and  varied 
oolnage,  and  the  blending  in  the  drenlation  of  so  many  different  eoini» 
early  begot  an  amount  of  Tezation  and  lots  In  mon^  transaetions,  whidi 
people  only  bore  because  a  remedy  seemed  hopeless.  The  efil,  instead  of 
diminishing,  only  increased  with  the  lapee  of  time ;  for  every  effort  of 
reform,  and  every  application  of  remedy,  only  enhanced  the  mischief.  Ik 
is  easy  to  see,  however,  tiiruugh  tlie  endlesH  mazes  of  this  varie«l  coinage, 
that  the  evil  would  have  been  insufferable  but  for  the  facility  afforded  by 
BoneTs  of  aocoant  in  Talning  and  oomputing  the  nnmbeiless  etrins  which 
vent  to  make  np  the  elrcnlatiea  in  many  fMiTts  of  Snrope.  Il  is  true  thai 
iMs  flwility  was  somewhaftdimiBisbed  hf  the  ftnamlloa,  in  many  eMukisib 
ef  esveml  dtSNrent  moneys  of  eeeoani  fiome  eoine  wwe  eon|wted  in  one 
money  of  account,  and  some  in  another.  In  some  conntries  one  money  of 
account  van  appropriated  to  bills  of  exchange,  and  another  was  used  in  the 
bank  accounts. 

People  irho  were  flooded  iritli  enelk  a  wied  ooinage  as  Huilt 
•  wUeh  prerafle  m  Gennany  and  Italy,  were  often  fedneed  to  ike 

patriarchal  mode  of  making  payments  by  aid  of  the  sealee.  Ae 
method  subsequently  adopted  to  escape  these  evils  was  to  pub- 
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lish  tables  of  the  TEnou  eoififl  in  circulation,  vrith  their  value  m 
the  most  used  money  of  account  of  the  country  where  the  table 
mus  constructed.  Such  a  table  is  that  made  by  Sir  Isaac  New- 
ton in  1719,  a  copy  of  which  is  found  in  the  Moond  volume  of  . 
Kelly's  Cambist  (page  154);  seversil  such  tables,  of  leeetit 
datCy  are  found  in  the  same  volunie,  in  the  pages  succeeding. 
These  statements  show  that  there  were  thirty  gold  eoins  ealled 
ducats,  some  twenty^five  of  which  were  from  dillerent  mints, 
with  wholly  diibrent  impresdons,  and  searesly  any  two  of  which 
were  of  the  same  Talne.  There  were  twen^*three  gold  eoins 
called  pistoles,  from  nineteen  different  mints,  of  differing  values 
and  impressions.  No  less  than  fifly-one  nlver  coins,  called  rix' 
dollars,  were  in  circulation  from  about  twenty  different  mints, 
and  of  varying  value.  We  might  adduce  many  such  cases,  to 
show  how  very  complicated  and  vcbcatious  is  the  general  coin- 
age of  Europe.  But  th6  real  extent  of  tho  evfl  cannot  be  conjec- 
tured from  such  instances^  even  if  we  had  space  to  continue 
them.  To  know  these  coins,  and  deal  in  them,  becomes  a  special 
branch  of  the  bnsiness  of  private  bankers,  who  of  course  must 
have  a  compensation  for  their  skill  and  trouble.  Many  of  the 
eontiiu'iital  {aiLlic  banks  had  their  oriirln  mainly  in  this  difficulty. 
To  tcrutiiuze,  count  and  pay  over  these  e  jins  became  such  a  bur- 
den, that  it  w;is  assigned  as  among  the  cliief  reasons  for  the. 
establishment  of  the  hanks  of  Amsterdam  aud  Hamburg.  Those 
•who  carefully  examine  the  mode  of  procecdinf^  by  merchants  and 
bankers  through  all  this  labyrinth  of  moneys,  will  find  that  it 
was  only  mastered  by  the  mental  bahit  of  subjecting  all  these 
coins  to  the  valuation  of  one  or  more  moneys  of  account.  It  is 
no  great  difficulty  for  men  much  accustomed  to  deal  in  money  to 
master  several  dilferent  moneys  of  account,  and  employ  them 
mentally  with  equal  facility.  There  are  many  men  who,  from 
their  peculiar  position  in  business,  can  apply  with  equal  readi- 
ness the  moneys  of  account  of  England,  France  and  the  United 
States.  Time  and  opportunity  may  give  this  facility  to  any  per- 
son ;  but,  unaccustomed  to  other  moneys  of  account  than  their 
own,  the  most  expert  arithmeticians  of  either  of  these  countries 
.will  always  be  found  converting  the  money  of  both  the  others 
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into  their  own,  as  a  means  of  a.-certainiii;^  its  meaning  or  valuo. 
An  Englishman,  simple  as  the  French  system  is,  always  men- 
tally converts  eiery  sum  and  price  named  to  him  in  Franco  into  his 
complicated  dcnoiniiuitions  of  pounds^  shillings  and  pence,  before 
it  presents  to  bis  mind  a  full  idea  of  the  value  expressed.  So^ 
indeed,  must  the  traveller  from  France  do  in  the  United  States, 
although  familiar  with  a  decimal  system  similar  to  our  own.  Ibo 
prica  of  a  horse,  or  a  ooat,  in  dollars  does  not  instantly  eouvtj 
to  his  mind  the  Table  named ;  it  must  be  turned  into  francs. 

All  rnodm  coinage  implies  some  previoos  mode  of  expressing 
valne  or  prices.  It  will  be  seen  that  the  coins  are  always  made 
to  oonespond  with  the  denomiiiatioiis  of  this  mode  of  expression. 
When  the  SogUsh  sovereign  was  first  coined  in  181^  it  wns 
made  to  contain  so  mnch  gold  as  was  eqnivalent  to  a  ponnd  ster- 
ling. And  so  it  will  be  found  that  coins  are  always  made  to 
correspond  not  specially  with  a  previons  weight  or  coin,  hot 
always  with  the  money  of  aoooimt.  This  will  be  shown  more 
fully  hereafter.  Coinage^  as  now  condneted  at  modem  mints, 
is  not  only  in  accordance  with  the  prevailing  money  of  account, 
but  subservient  to  it.  A  certain  .weight  of  gold  or  silver  has  its 
price  expressed  in  some  particniar  denomination  of  the  money  of 
aoconnt.  Three  things  are  expressed  in  a  coin,  weight,  quality, 
and  price  or  valne.  Its  weight  is  ascertained  by  actual  applica- 
tion of  the  balance  in  the  nunt ;  its  quality,  or  standard  of  fine- 
ness, is  also  fixed  bj  law  and  the  worlraiAnsbip  of  the  mint ;  its 
price  is  also  fixed  bylaw  before  it  is  coined.  It  id  made  to  cuire- 
spond  to  some  previous  rule  in  ali  these  respects.  It  is  not, 
therefore,  a  measure  or  criterion  of  value ;  bu:  an  article  pre- 
pared by  the  mint,  and  vouched  by  the  public  authorities  a.s  of  a 
pr()i)er  weight  and  quality  to  be  employed  in  payment  at  a  par- 
ticular price.  It  is  a  commodity  commonly  used  in  payment, 
and  approved  for  that  purpose,  which  is  brought  to  one  common 
standard  of  quality,  and  divided  into  pieces  accurately  weighed, 
and  of  such  size  and  weight  as  will  be  convenient  for  use,  rockon- 
injx  and  circulation.  If  tliei^e  coins  were  in  occasional  use  anionir 
savages  for  the  purposes  uf  excluuigc,  they  would  probably  com- 
pare every  article  mih  the  coin,  and  among  them  coins  would  be 
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a  kind  of  measure  of  yalae.  In  civilized  life,  coins  are  not  mea- 
sures of  value,  but  special- quantities  of  gold  or  silver  weighed, 
certified  by  the  impresdon  reoeivcd  at  the  mint,  and  a<iyu8(«d 
by  tbe  weight  given  to  them  to  a  particular  price  expressed  in 
the  monej  of  aoeoinit.  The  gold  and  silver  thus  prepared  has 
given  to  it  every  possible  advantage  as  a  medimn  ef  payment 
As  a  general  equivalent,  no  commodity  has  ever  been  preferred, 
and  none  is  likely  to  be  pteferred.  We  therefore  oonnt  ooins^ 
we  pay  in  eoiasi  bnt  we  do  not  express  prices  nor  keep  books  in 
coins.'  AU  cor  eonpatstwns  of  monej,  aU  ov  conversation 
about  the  mstket  vslue  of  merehaadise,  all  the  sums  named  in 
reference  to  resl  estate  orpnblio  levenuoi  til  the  rams  eiquressed 
in  bills  of  exohange— lU  UmMi  as  we  have  seid,  sre  stated  in 
mon^  of  seoooat.  If  one  pevson  say  to  another,  I  will  give 
yon  f 10,000  for  your  houe^  he'  to  wiiom  the  offer  is  msde 
knows  instantly  the  import  of  tbe  offer ;  b«t  if,  instead  of  this, 
he  places  before  him  a  laige  ossk  of  dollors,  and  says,  I  will 
give  you  these,  it  may  require  two  or  fhreo  days'  time  to  ascer- 
tain  how  much  is  offered.  So  any  one  understands,  in  an 
instant,  what  value  is  intended  by  8100 ;  but  it  may  require 
many  minutes  to  count  and  scrutinize  $100  in  coins.  In  analogy 
with  the  mental  process  which  is  applied  to  all  incisures  and 
weights  when  they  arc  merely  spoken  of  and  not  actually  used,  men 
employ  a  money  of  account  to  express  prices.  It  is  only  arith- 
metic, with  a  valiiM  afi&xed  to  the  unit  or  number  one,  which  is  to 


*  "A  coin  is  merely  a  piece  of  metal,  of  known  weight  and  fineness."—* 
"It  bss  beet}  said  to  be  both  a  sign  and  nearan  of  valm;  in  tmCh,  it  Is 
trnthcr." — **  It  is  equally  inoomot  to  call  money  a  neamite  of  Tsloe.  Gold 

and  silver  do  not  measure  the  value  of  omiinodlties  more  than  the  latter 
measnre  the  vslue  of  gold  and  silver.  When  one  commodity  is  exchanged 
for  another,  each  mensures  the  value  of  tbe  otiwr." J^ydl.  Briii^  mrikU 

Money,"  by  J.  H.  M-CuUoch. 

Mr.  M'Culioch  and  others  have  thus  clenrlj  taken  away  the  old  mea- 
sore,  without  bringing  forwsid  the  seal  agent  ia  fixing  prices.  It  is  money 
of  aeeoant  whieh  sMkes  of  the  esehsagee  of  dvUised  people  a  real  barter; 
it  regieteis  iMloee  and  amonote,  sad  the  credit  ejetem  eHeets  the  paj^ 
seats.  OenaodttyiiafiMtkfs^fcreomniodtty.  This  is  eapkiaed  ss  wa 
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accompany  all  subsequent  numbers  and  combinations  in  propor- 
tion to  the  number  of  units  exprcsserl.  Fractiona  and  decimal 
parts  arc  expressed  as  in  all  otlior  cnst\>i. 

"  During  the  discussion  of  the  bullion  (question/'  says  Mr. 
liicanio,  "  it  was  most  justly  contcTidcd,  that  a  currencj^  to  be 
perfect,  should  be  absolutely  invariable  in  value.'* 

"  But  it  was  said,  too,  that  ours  had  become  such  a  currency 
by  the  bank  restriction  bill ;  for  by  that  vie  had  wisely  discarded 
gold  and  silver  as  the  standard  of  onr  money ;  and,  in  fact^  tliat 
%  one  pound  note  did  not  and  ought  not  to  yary  with  a  given 
qVMtity  of  gold  more  than  with  •  given  qnanti^  of  any  other 
commodity.  This  idea  of  a  currency  without  a  specific  standard 
was,  I  believe,  first  advanced  by  Sir  James  Stewart ;  but  lio  one 
has  been  able  to  offer  any  test  by  which  we  could  ascertain  the 
vnifbrmity  in  th»  valw  of  a  nonegr  so  constitnled,*' ' 

This  shews  that  even  Mr.  Blcardo^  who  most  have  known  what 
was  meant  hy  «  monej  of  aocoont,  could  not  emhrace  its  fnno- 
tions  in  his  view  of  money  in  general.  Sir  James  Stewart,  in 
whose  works  we  first  find  distinctly  set  forth  the  existence  and 
vses  of  a  amey  of  account,  did  not  speak  of  it  nor  propose  aa 
ft  OBxxency ;  he  did  aot  regard  it  as  money.  We  give  his  ewn 
words:— 

«'  Money  which  I  call  of  account  is  no  mor©  than  a  scale  of  eqoal  paiti^ 
invented  for  measuring  the  respective  vahie  of  things  vendible. 

*'  Money  of  account  is,  therefore,  quite  a  different  thing  from  money  coiOy 
and  might  exist  although  there  wm  no  snoh  thing  in  the  world  as  any  eub- 
•tanee  wbioh  «»e1d  beooae  an  adaqiiate  aad  proportioaal  e^ialent  tat 
every  eonnnodity* 

"  Money  of  aooonat  perfomw  the  same  office,  with  regard  to  the  vahie  of 
things,  that  degrees,  minutes,  second:*,  &c.,  do  'vrith  regard  to  anglei^  flgas 
Males  do  to  geogrftphical  maps,  or  to  plana  of  any  kind. 

*'In  all  these  inventionB  there  is  suuie  denominative  taken  for  the  unit. 

*' In  angles  it  is  the  degree ;  in  geography  it  is  the  mile;  in  pUns,  foot» 
yard  I  ia  aMHMiy  it  is  tbe  |»mb4i  U? i%  florin,  Ae. 

**TbedegiNehM  ao detmuMta  lenclk,  ae aeilber has  Ihel  pal «f  Ihs 
scale  upon  plans  or  maps  which  marks  the  anit;  the  UMftJaMt  ofaUthMt 
hdngaoleliy  jgaftnirii  to  tlM  maririnf  of  proportiooe. 

'  Propoeaie  for  an  Keonomieal  and  Secure  Cturenogr,  Seotioa  II. 
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"Just  so,  the  unit  in  money  can  have  no  invariable  determinate  proper* 
tion  to  any  part  of  value ;  that  is  to  say,  it  cannot  be  fixed  in  perpetuity  to 
any  partiouUur  qaandty  of  gold  or  silver,  or  any  other  oommodity. 

**  The  valtto  of  eommoditiee  dependiog  npon  cireomstancee  relative  to 
themeelven,  their  value  onght  to  be  considered  as  cii.inging  with  renpeet  to 
one  another  only ;  consequently,  anything  which  trouhlos  or  perplexes  the 
ascertaiiiinjr  thoso  changes  of  proportion  by  the  means  uf  a  gfneia!  doter* 
minate  and  invariable  scale,  mast  bo  hurtful  to  trade;  and  thia  is  the  infal- 
lible consequence  of  every  vice  in  the  policy  of  money  or  coin. 

*'  Money,  aa  has  heen  said,  ie  an  ideal  aoate  of  equal  parte.  If  it  be  de- 
manded, what  ought  to  be  the  standard  value  of  one  partt  I  answer  by 
potting  another  qoestioB :  what  is  the  ataadard  length  of  a  degree,  a  minute, 
or  a  second  ?   None ;  and  there  is  no  neooBsity  of  any  Other  than  what^  by 

convention,  mankind  thinlc  fit  to  fiive. 

The  first  step  being  perfectly  arbitrary,  people  may  adjust  one  or  more 
of  those  parts  to  a  preoise  quantity  of  the  precious  metals ;  and  so  soon  as 
this  is  done,  and  that  money  becomes  realised,  as  it  were,  in  gold  and  silvor, 
then  it  aequires  a  new  dstintUNi ;  it  then  bocomea  the  ptiee,  as  well  as  tht 
mcAHurc  of  value. 

"  It  does  not  follow,  from  this  adjusting  of  the  ractnl!^  to  the  SOale  of  valofl^ 
that  they  themsei\<  s  should  thfreforo  boconio  the  scale." 

Sir  James  Stewart  then  refers  to  the  bank  money  of  Amsterdam,  and 
th«  Aftiean  eustom,  mentioned  by  Montesquieu,  as  perfeot  esemplifieft* 
tiont  of  a  money  of  aooonni.  '*A  florin  banoo  has  a  more  delemiaale  valoo 
than  a  pound  of  fine  gold  or  silver;  this  bank  money  stands  invariable  like 
a  rock  in  the  sea." — Sir  Jjamet  Sieumti's  J\diiieal  EcoMmy,  JS.  3,  cA.  1,  voL 
L,4iked.,p»  52t>. 

Now,  whatever  may  be  the  imperfections  of  this  statement,  by  Sir  James 

Stewart,  of  the  nature  of  a  money  of  account,  Mr.  Ricardo  slionld  have  seen 
that  he  did  not  propose  "a  cnrrr'n<^v  without  a  «prvific  standard."  IIo  did 
not  propose  a  currency  of  any  kind  ;  for  a  currcnc}'  is  soniotliirif^  wfiii-li 
passes  as  a  medium  of  exchange,  and  a  niouoy  of  account  is  soniPthing 
vrhich  every  one  must  carry  in  his  mind  as  he  does  bis  knowledge  of  words 
and  arithmetie. 

"It  h'\<(  ^'^n!r  l»(«(^n  obvious  to  observing  men  that  there  was  somothing 
more  in  tho  nature  and  functious  of  money  than  was  exhibited  in  thn  mere 
coinage  of  the  precious  metals,  and  that  many  false  measures  and  notions 
were  prevalent  ift  oonsequenoe.  To  ioma  iliappeared  deer  that  any  sub* 
ataooe  whatsvw  mig^t  tern  Ibr  money,  if  men  wmre  only  agreed  to  reoeivo 
h  as  soeh.  Hence,  pcobibly,  the  Carthaginiaa  attempt  al  money  of  leather, 
and  the  Chinese  paper-moBOy.  Those  who  nw  clearly  that  money  per* 
formed  a  certain  circle  of  opcrntions,  returninf^  to  perform  them  again  and 
again,  were  struck  with  the  oonstantiy  repeated  routine  ih  wiiioh  money 
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apppfirrd  to  circulate.  ThiH  Bubjrct  was  occasion  ally  adverted  to  long 
before  it  wag  over  seriously  taken  up.  Bishop  Berkeley,  in  his  *  Querist,' 
was  ono  of  those  who  first  intimated  the  distinction  between  money  and 
money  of  account.  In  his  23d  query  ho  asks :  '  Whether  money  is  to  be 
ooMid«ied  af  baring  an  intriDuc  value,  or  as  beiDgaeomniodity,  a  standatdy 
a  BMaaore,  or  a  pledge,  ae  ie  ?arioatlj  euggeeled  by  writeref  And  whether 
the  tme  idea  of  money,  as  Btieh,  be  not  altogether  of  a  ticket  or  eoaoterf 
Query  25:  'Whether  the  terms  crown,  livre,  pound  sterling,  4c.,  are  not 
to  be  considered  as  exponents  or  denominations'  (see,  also,  the  2-Ith  query); 
'and  whether  g<dd,  silver  and  pap^^r  an^  not  tickets  or  cntjntcrs  fur  reckon- 
ing,' ttc.  Query  26 :  *  Whether  the  denominations  being  retained,  although 
die  bullion  were  gone,  things  might  not,  netertheleei,  be  rated,  bought  and 
mMt  indoetry  fMromoted,  and  aehenlation  of  oommeroe  naantuned  t'  Qaery 
35 :  '  Whether  power  to  OManaad  the  industry  of  others  be  not  real  wealth  f 
and  whether  money  be  not,  in  troth,  tickets  or  tokens  fur  conveying  and 
recording;  such  power,  and  whether  it  be  of  groat  consequence  what  mate- 
rials the  tickets  are  made  of?' 

"  It  is  evident  the  Bishop  saw  dimly  the  value  and  functions  of  a  money 
of  aoeoiiDt,  bat  that  he  did  not  peroeive  the  nature  and  nse  of  a  coinage,  or 
the  inpoftaaee  of  the  preelons  metale  ae  a  nniyersal  equivalent  Thus  it  it, 
that  while  some  have  looked  at  the  money  of  account,  they  lo-se  sight  of  the 
importance  of  coins,  or  the  regular  mode  of  authentioating  the  pieces  of 
gold  and  silver,  which  arc  used  sometimes  for  paymont ;  whil.>.t  thoj^e  who 
regard  the  latter  too  narrowly,  are  not  able  to  cumprohoiid  that  nuiucy  of 
account  in  which  all  men  name  their  prices,  and  keep  their  accounts. 

«  Mooteeqoieo,  in  the  3d  chapter  of  the  22d  book  of  the  *  Spirit  of  Laws,' 
treats  expressly  of  ideal  money:  'There  are  real  and  ideal  moneys:  civil- 
iied  people,  who  all  nse  ideal  money,  do  so  because  they  have  converted 
their  T'  lil  hit  •  i  leal  money.  Those  who  at  first  had  a  real  money  find  that 
by  fraud,  or  by  act  of  the  government,  a  part  of  the  metal  which  should  bo 
contained  in  a  coin  is  withhold,  abstracted,  and  the  piece  thus  reduced  is 
still  called  by  its  former  uamc.'  lie  saw  clearly  that  men  reckoned  by  a 
money  of  aoooant,  bat  imagined  it  was  only  becaoee  the  eoin  had  been 
altered.  The  truth  is,  however,  that  the  tsmptation  to  alter  the  coin  arose,' 
ae  we  shall  explain,  from  the  fiMt  that  a  gain  could  be  made  by  using  the 
terms  of  the  money  of  account  to  keep  up  the  deception  of  the  debased  coin. 
That  which  was  called  a  shilling,  was  still  called  a  shilling,  although  re- 
duced in  quantity  and  value;  but  the  idea  of  the  value  of  a  shilling  being 
iirmiy  lixed  lu  the  miuds  of  the  many  would  be  applied,  by  reason  of  the 
name,  to  the  debased  coin.  And  the  evil  of  these  ehangee  indaees  the  aathor 
of  the  *  Spirit  of  Laws'  to  diaoonrage  the  nse  of  ideal  money.  In  the  8th  ' 
chapter  of  the  same  book  he  tells  us,  that  'the  blacks  on  the  coast  of 
Africa  have  a  sign  of  value  without  money,  purely  ideal.  A  certain  article 
is  worth  three  macates,  aaother  ttx,  another  ten  maoutes.  That  is  the  same 
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as  if  they  said  simply  3,  G,  10.  The  price  is  fixed  and  expressed  hy  eom- 
parison  of  commodity  •with  commodity,  for  there  is  no  money  in  particulir, 
but  every  portion  of  good.s  is  money,  or  means  of  payment,  compared  with 
other*/''  —  From  an  arUdet  by  the  aulkor  t^fikU  vohme,  ^  M«  *' Banlm^ 
Maganne,"  (if  July,  1657. 

The  power  and  fnoctions  of  a  money  of  aooonnt  are  of  great 
importanee ;  bnt  ire  mnst  take  the  money  of  aeeount  for  what 
it  is,  and  for  nothing  else.  We  may  trace  its  hbtory,  study  its 
applications,  and  consider  its  range  of  power  and  usefolness; 
hot  we  cannot  deny  its  existence,  nor  shut  our  eyes  to  the  fact 
that  its  use  is  as  universal,  as  it  b  unaToidable,  among  all  ciTiliaed 
people.  It  is  a  very  proper  and  natural  inquiry  how  far  a 
money  of  account  may  be  relied  upon  for  uniformity  and  perma- 
nence. Since  men  will  estimate  and  count  by  an  ideal  scale, 
it  becomes  important  to  learn  all  that  can  be  known  of  this  im- 
portant mental  process.  What  are  its  advantages  and  disadvan* 
tages  t  Does  the  unit  of  the  money  of  account  vary  under  slight, 
or  only  under  extraordinary  influences  Y  What  kind  of  influences 
seem  most  to  afiect  it  ?  These,  and  other  like  questions,  may 
well  demand  consideration ;  but  no  one  can  any  more  be  held 
responsible  for  the  defect^  of  a  money  of  account,  than  can  any 
one  claim  merit  for  it  as  an  iuvctition  of  liis  own,  »Sir  Janic3 
Stewart  was  not  the  inventor  of  tliat  whicli  had  been  in  nsc  in 
all  aires:  and  it  was  nut  incumbent  on  him  "to  offer  any  lost 
by  wiiich  cuulil  be  ascertained  the  uniformity  in  the  value  of  a 
money  so  constituted."  Few  men  were  better  fitted  to  judrre  of 
the  uniformity  of  a  money  of  account  than  Mr.  Bicardo,  if  he 
had  applied  himself  to  that  particular  point. ' 

*  '*  It  is  dearij  neoessary,  thwefore,  to  have  a  mode  of  exprewing 
taluea,  which  it  m  appUoablo  to  every  change  in  the  value  ef  the  pfedoos 

metals  as  to  nny  (ifher  commodity.  This  is  what  thoy  have  in  China,  sod 
•what  thpy  had  in  Venice,  and  what  thoy  hnvo  in  llrunbur;;,  and  in  every 
commercial  community,  where  their  culns  do  not  eorr' •^[  and  with  the  money 
of  account.  It  is  what  they  have  even  where  this  correspuudenco  exists, 
but  with  each  eoofaaion  of  ideas  as  greatly  impairs  the  advantage.  Mer^ 
chantt,  bankers  and  eapttaliste  can  readily  apply  the  nanal  money  of  aecoant 
to  bullion ;  and  the  price-cnrrents  give  constantly  the  price  of  gold  and 
ver  in  ban  by  the  oanee,  and  of  doabiooBS  and  dollan.  Bnt  the  mats  of 
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1 0.  Mme^  of  woomnA^  horn  fvrmed,  pre$enedf  didutUd  and  dutroj/ed, 

.The  ftgenoy  of  moneys  of  acconnt  being  acknowledged,  it  be- 
comes a  matter  of  interest  to  consider  how  they  are  formed,  pre- 
served inviolate,  and  disturbed  or  destroyed.    Hitherto,  whilst 

the  people  are  prone,  in  Qreat  Britain,  to  look  upon  the  preeione  metale, 

and  pounds  and  shillings,  as  the  same  thing.   It  is,  however,  none  the  less 

true,  that  tlic  course  of  dealing  converts  any  system  of  coinage  into  a  money 
of  account  used  in  all  the  price-lists,  and  in  all  sales.  Men  familiar  with 
.prices  soon  learn  U)  carry  the  prices  of  hundreds  of  articles  in  their  memo- 
ries, with  all  the  fluctuations  that  are  constantly  taking  place ;  and  this 
they  do  not  accomplish  by  keeping  in  their  minds  a  distinct  idea  of  the 
quantity  of  gold  or  silver  which  may  be  the  equivalent  of  each  price,  for  of 
these  quantities  they  may  have  no  correct  conception  at  all.  However  it 
may  be  done,  whether  by  mere  force  of  memory  "r  |iracticc,  or  by  the  aid 
of  association,  it  is  true  that  nien  in  business  carry  a  vast  amnunt  of  details 
about  prices  in  their  minds,  who  know  very  little  of  anything  about  gold 
and  silver  coins  or  bullion.  It  is,  hence,  always  the  tendency  of  commerce 
to  create  a  strict  money  of  acooont,  especially  among  those  who  have  most 
to  do  with  trade,  and  most  fhmiliarity  with  prices.  This  would  be  at  omte 
8e<kn  and  credited,  were  no  coins  circulated  ;  but  it  is  no  less  true  where  it 
cannot  readily  be  (Ict'»oted,  than  where  it  is  evident  in  the  business  of  every 
day.  The  ot^casions  in  which  j»ricosi  are  named,  di*JCusse(I  atid  fixed,  arc 
vastly  ui'/re  numerous  than  those  in  which  any  actual  or  veritable  uiea&uro- 
ment  of  the  Value  of  any  article  is  made  in  gold  or  silver ;  so  much  more 
80,  that  those  whose  occupations  lead  them  incessantly  to  the  consideration 
of  prices,  ftnd  it  much  easier  to  cany  money  of  account  In  their  heads  than 
money  of  coins  in  their  hands. 

"  Mr.  Locke  has  said,  men  do  not  contract  for  denominations,  not  having 
noted  that  they  contract  by  tbom;  and  the  writer  of  an  article  in  the  'Kiiin- 
burgh  Review'  fnr  October,  ISOR,  says  that  'Abstract  ideas  are  of  no  use  in 
going  to  market.'  Mr.  Locke  has  been  frequently  refuted  and  contradicted 
in  reference  to  sone  of  his  poritions  about  money ;  and  the  author  of  the 
articla  in  the  'Reriew*  has  been  handled  with  masterly  severity  and  power 
by  the  writer  of  the  book  reriewed.*  The  author  of  the  *  Review'  has  used 
this  flippant  expression  as  an  argument;  and  it  is  clear  enough,  from  a 
survey  of  the  entire  article,  that  his  conceptions  and  practical  knowledge 
of  the  whole  subject  were  far  too  confused  to  enable  him  to  escape  from 
fallacies  even  as  glaring  as  that.  lie  quotes  with  equal  readiness  to  support 

'  "  Essny  on  Money  and  Exchange,"  by  Thomas  Smith,  Svu.  pago  231 :  Londou, 
1807.  "The  Bollion  Qaestion  Impartially  DiMimed:  an  Addnsi  (o  the  Bdikonof 
Bd.  Saris*/  b/  TIiobus  fimldi:  London*  1812. 
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the  sabjeeto  of  monej,  coinage,  coins,  tbe  precious  metak,  cur* 
reney^  and  banking,  have  been  treated  at  great  length,  bat  little 
attention  has  been  given  to  moneya  of  aecoimt,  and  still  less  to 

his  positions,  that  which  is  directly  agMMt,  ns  that  trhich  Hustaint  tbem. 
Tic  neither  coniprehpn-Is  tlio  work  roviewed,  nor  tlic  nathors  whose  works 
hr  (|uotos.  Tills  is  not  for  want  of  ability,  but  fur  want  of  BufBciont  prrviou^ 
knowledge  of  commerce  and  the  use  of  money.  lie  would  have  found  it 
Tery  difficult  to  gire  a  philosophical  reply  to  the  qucstioo,  With  what  kind 
of  mooey  did  Engliahmen  pay  their  debts  from  1797  to  1822,  during  the 
period  of  saspeneionf  Hie  potition,  that  'sothing  can  tneaanre  Talue  bat 
value  itself/  would  hardly  be  a  satisfactory  response.  He  could  not  fairly 
rid  liini<c]f  nf  the  interrogatory,  as  he  docs  of  tlx-  African  custom  of  rtn-kon- 
in^T,  by  an  imaginary  standard  of  hers  fori L'inating  from  bars  of  iron)  ; 
♦When  the  Africans  CHtimato  the  value  of  a  j  urfliasf  in  bars  of  iron,  they 
have  not,  in  general,  the  bars  to  give  for  it;  they  have  only  some  other  kind 
of  goods,  and  their  purcbaeee  and  soles  are  mere  barter,  though  tbey  ceti- 
mate  the  value  of  the  oommodities  ^ven  and  received  by  eonparing  them 
with  bars  of  Iron.  When  the  Eurc^Mans,  however,  make  their  estimates  by 
comparison  with  ascertained  quantities  of  gold  and  silver, //irv  Jtm-e  the  'j<dd 
and  silver  rendy  to  give  for  the  commodity  \vhi'"li  is  the  objoct  of  tlio  pur- 
chase.' This  was  a  monstrous  assumjition  for  an  Engli«liman  to  make  in 
1808,  even  for  the  sake  of  argument.  That  it  was  done  in  pure  simplicity 
is  evident  from  the  following  sentenoe:  *The  convenienee  of  this  is  very 
great'  Notwithstanding  this  oonventenoe,  it  is  prvbaUe  that  not  one  pound 
sterling  in  one  thousand  of  this  convenience  was  used  in  p  iytm  nt  for  com- 
modities during  tli<^  qunrtor  nf  a  century  of  suspension.  And  from  1822  to 
this  day,  but  a  very  small  proportion  of  8iioh  ]>nyment3  liavc  been  made  in 
the  convenient  shai>c  of  coins.  "What,  then,  did  Englishmen  use  to  make 
their  purchases?  A  more  intimate  knowledge  of  the  laws  of  trade  would 
have  taught  the  reviewer,  that  the  transactions  of  English  commerce  might 
be  resdved  into  barter  as  justly  as  those  of  Africa,  lie  would  have  found 
it  difficult  to  explain,  on  his  principles,  why  counterfeit  coins  and  notes  are 
just  as  efficient  and  convenient,  until  discovered,  as  tlie  genuine;  the  whole 
loss  falling  upon  those  in  who5C  hand.s  they  are  det»:>'n('d,  although  pur- 
chases may  have  been  n^ido  with  them  to  thousands  of  tinv  s  thoir  nominal 
value.  The  mind  of  the  reviewer  was  thrown  into  a  perfect  chaos,  by 
assuming  ibat  what  Mr.  Smith  called  a  standard  unit  of  the  money  of 
aooount  was  meant  as  a  standard  of  value.  He  floundered  in  this  misunder- 
standing, without  reaching  a  innglo  clear  conception  of  the  subject  strictly 
under  review.  Money  of  account  is  not  a  standard  of  value,  it  is  an  expres- 
sion of  value  or  price ;  by  aid  of  arithmetic  and  men's  mental  faculties,  it 
becomes,  so  long  as  UIllli^turbcd,  the  surest  and  most  reliable  expression 
of  prices  or  values.   Xhuro  can  bo  no  staudurd  of  value  in  tho  sense  ia 
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the  manner  of  their  fonnation,  preservation  and  deitmotion. 
We  cannot  leave  the  subject  without  adverting  to  these  topics.  « 

from  vhat  we  have  presented  to  the  reader,  it  will  have  been 
seen  that  when  any  epeoial  eoin,  or  weight  of  gold  or  sUver,  or 
any  other  article  of  valne,  has  been  emplojod  for  a  time  as  an 
eqmvalent,  or  in  payment  for  things  pturehased,  people  assume 
the  value  of  the  article  in  question  as  the  trait  of  a  money  of 
account,  and  employ  it,  with  the  aid  of  arithmetic,  to  express 
prices.  The  more  active  the  dealings  of  a  people,  the  quicker 
they  fix  in  their  minds  the  unit  from  which  proceeds  a  money  of 
account.  This  is  fastened  upon  the  niind^  of"  the  musses  by  inces- 
sant use;  few  habits,  mental  or  bodily,  arc  luorc  constantly  in 
use  tlmn  the  fixing  and  expression  of  prices.  This  unit  of  the 
money  of  account  becomes  familiar  to  every  one;  and  being 

'Which  tha  tem  is  aomednM  employed;  the  right oeeof  the temii  m  applied 
to  the  preeioas  metals,  is  the  stnndard  of  ooinsge." — JrtieU  in  ike  **Bankei'» 
Magazine,**  hy  <A«  atdhar  ofIkU  vdhtme,  JtUjf,  1857. 

The  examination  of  this  subject  was  not  without  profit  to  tlio  r^ewer. 
lie  took  up  his  pen  to  ridiiMilf  and  crush  Mr.  Sniitli,  and  his  idea  of  a  money 
of  aecoimt.  Jle  did  not  spare  any  ^vonpoIl  used  by  reviewers;  and  after 
Imviii;;,  as  he  complacently  supposed,  destroyed  all  Jlr  Smith's  claims,  he 
very  coolly  puts  forth  the  very  opinion  the  review  is  written  to  controvert. 
He  ridiculed  Mr.  Smith  out  of  his  shoes,  and  deliberately  and  gravely  steps 
into  tbeni(  and  thus  delivers  Unncelf  to  bis  readers:  — 

**  Next  we  aocoant,  by  mean*  of  money.  Nov,  what  is  the  dperalion  of 
accountiogt  We  first  state,  in  denominations  of  money,  the  value  of  any 
article,  or  accumulation  of  articles;  and  thiu  stAtcracnt  we  can  manage  ia 
various  waj's.  We  can  add  to  it  another  similar  statement,  or  we  can  sub- 
tract it;  we  can  multiply  it;  we  can  divide  it,  and  discover  various  rela- 
tions which  it  bears  to  other  Btatcments.  In  all  these  operations  the  terms 
poondi^  shillings  and  pence  exactly  resemble  algebraic  symbols,  and  the 
letters  «,  y,  a,  might  be  employed  for  ihem.  Operattons  of  account,  there- 
fore, are  undoubtedly  carried  on  by  abstnust  terms  or  symbols,  and  U  at 
impossible  it  should  be  otherwise.'^  —  Edinburgh  Seview,  Oeto&sr,  1808. 

Ih.  Smith,  Wilson,  and  others,  who,  during  the  period  of  the  British  sus- 
pension, advocated  the  agency  of  money  of  account,  committed  the  serious  « 
mistake  of  apjilyin;?  the  terms,  standard  and  currency,  to  mere  money  of 
account.  It  was  an  error  to  speak  of  a  "  standard  unit,"  and  still  worse 
of  "  abstraol  eonency."  The  reviewer  espzesses  kbe  trse  ageucy  of  the 
nosey  of  accoant  ^ 
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emplojed  daily  and  hourly  in  reference  to  tboossnds  of  articles 
,  of  value,  it  cannot  change  nnlees  some  nnfarorable  influence  ia 
brought  to  bear  iqion  it.  Thftt  which  is  committed  to  the  memo- 
ries of  the  people  of  a  whole  nation-^that  which  they  are  repeat- 
ing constantly,  and  mnltitiides  do  little  else  from  morning  to 
night,  cannot  be  forgotten,  and  cannot  easily  change.  Any  ten- 
dency to  change  in  one  locally  would  be  ohedced  by  another. 
If  undisturbed,  we  see  no  reason  to  believe  that  the  dollar,  the 
unit  of  our  money  of  account,  would  change  in  a  thousand  years. 
Some  moneys  of  account  are  known  to  have  remained  nncbanged 
for  hundreds  of  years,  one  of  which  was  the  money  of  the  Bank 
of  yenioe«  Whenever  the  business  of  a  people  continues  unin- 
terrupted, their  money  of  acoount  must  continue  unchanged,  if 
not  purposely  or  insidiously,  directly  or  indirectly,  attacked. 
Its  principle  and  irorking  being  understood,  public  authority 
may  be  employed  to  protect  it  from  attack  or  unfavorable  inilu- 
enccs.  Legislation  cannot  suddenly  create  moneys  of  uccuunt ; 
it  may  unsettle  and  destroy  those  which  long  use  has  established, 
or  it  may  defend  them,  and  "when  it  is  expedient  to  change,  pro- 
vide that  it  may  be  done  with  the  least  possible  injui-y  to  the 
innumerable  interests  atVected. 

There  arc  many  ways  in  which  moneys  of  account  become  un- 
Keiiled  or  destroyed.  If  the  money  unit  has  a  coin  to  correspond 
with  it,  the  correspondence  is  of  course  a  fact  familiar  to  every 
one.  This  is  the  case  with  our  dollar  coin,  and  our  dollar  unit. 
If  we  had  no  dollar  coin,  the  people  would  have  equal  facility  in 
the  use  of  their  money  of  account;  but  as  we  have  one,  the  fact 
of  tlieir  being  of  equal  value  is  by  all  taken  for  granted.  Now, 
if  gold  should  very  gradually  fall  in  value,  and  if  the  gold  dollar 
coin  continued  in  circulation  for  a  considerable  length  of  time, 
a  gradual  accommodation  of  the  money  of  account  to  the  coin 
might  take  place.  But  such  clianges  being  always  sooner  per- 
ceived, and  better  understood,  by  dealers  in  coins  and  bullion, 
never  take  place  but  at  immense  loss  and  disadvantage  to  the 
bulk  of  the  people ;  because  the  prevailing  systems  of  coinage 
conceal  the  market  price  of  the  precious  metals  from  all  but 
those  initiated  in  the  mysteries  of  the  bullion  market.  Of  course 
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• 

tliifl  eftose  of  diaago  is  nmcli  more  effoctivo  where  the  coin  is 
made  a  legal  tender  for  the  amonnt  of  the  monej  unit.  If,  in 
each  ease,  the  coin  falk  in  value,  the  law  still  makes  it  good  for 
the  discharge  of  the  same  amount  as  hefore  the  depreciation* 
This  conceab  the  fact  of  depreciation,  and  the  unit  of  the  money 
of  acoount  is  betrayed  into  gradual  conformity  with  a  coin  which 
has  really  lost  its  value,  and  is  reduced  in  its  power  of  purchase. 
This  occurred  in  many  instances  after  the  discovery  of  America^ 
and  the  influx  of  silver,  which  was  a  result 

"The  want  of  a  clear  conception  of  the  existence  and  functions  of  a 
money  of  account  has  beclouded  nearly  all  the  legislation,  and  all  tho  spe- 
culations on  tho  subject  of  money,  during  the  last  century  and  a  half.  We 
shall  have  occasion  to  note  how  much  it  was  needed  in  the  English  contro- 
versies during  the  period  of  the  bank  mtriction.  It  is  strange,  indeed,  that 
-what  was  so  well  understood  at  Tenioe,  and  familiar  there  fur  centoriee  to 
her  merchants  who  traded  thrntighout  the  world,  should  not  have  been  more 
generally  comprehended  elsewhere.  At  VcJiice  there  was  a  money  of  account 
which  had  no  coins  to  corres-pond,  and  nearly  all  tljft  paynionts  of  that  great 
city  were  made  iu  bank  credits  as  expressed  iu  that  money  uf  account.  Tbia 
was  so,  also,  in  other  countries. 

It  is  true  that  kings  and  ministers  were  not  without  eome  knowledge 
on  this  sutjeot  All  the  attempts  to  moke  advantage  by  debasing  the  coins,  ' 
'  or  raising  their  value,  proceeded  from  some  knowledge  of  the  Agency  of 
monoy  of  account.  Those  attempts  were  made  iu  the  expectation  that  tho 
huljifs  of  tho  |iO(iple,  in  exj>n  s-iii<:;  vnliiea  by  the  uisual  money  of  account, 
would  li-iad  thorn  to  continue  tu  t-i'tiuiutc  coins  of  the  same  name,  at  the 
same  value,  after  a  part  of  their  proper  quantity  or  quality  had  been  ab« 
stoaeted.  This  kind  of  swindling  was  employed  to  rob  the  people  for  cm- 
turies,  with  very  eonriderable  success,  though  not  always  equal  to  the 
expectations  of  the  perpetrators.  The  fraud  did  not  consist  in  swrdymakiDg 
the  coins  lighter;  that  could  readily  be  detected,  and  its  consequences 
avoide(J  ;  but  it  ct^nsisted  in  calling  that  a  crown,  shilling  or  franc,  which 
no  longer  contained  tho  tame  quantity  of  silver  which  coins  ol  ilie^if!  names 
bad  formerly  contained.  When  the  prices  of  all  commodities  were  expressed 
in  these  denominations,  they  could  not  all  readily  be  changed,  and  con- 
tracts would  continue  to  be  made  for  some  time  before  prices  would  be 
adjusted  to  the  change.  The  money  of^Meount  would  oontinue  to  operate 
unchanged  long  enough  to  give  rapacious  rulers  some  advantage  of  their 
operation.  But  the  effect  of  nnmcn,  and  the  new  coin  being  a  legal  tender, 
would  finally  break  up  the  money  of  account,  and  compel  a  new  adjust- 
ment, or  scale  of  prices.  So  long  as  the  coins  were  named  by  the  donomi- 
nations  by  wlnob  prices  were  expressed,  so  long  every  change  iu  the  quain 
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tity  or  quality  of  metal  in  these  coin?,  connected  with  their  being  mnde  a 
legal  tender,  broke  up  and  destroyed,  soon  or  late,  the  existing  money  of 
account.  This  tampering  with,  disturbing,  and  occasionally  wholly  de- 
stroying tho  aiiyustmont  of  prices,  as  expressed  in  the  money  of  account, 
WM  an  intense  enl  inflieted  for  ages  npon  the  various  ooantries  of  Europe* 
It  eonld  not,  Itoweter,  have  been  aeeomplished  so  soeoesefotl  j  if  the  natare 
of  tho  misohief  had  been  understood.  The  mystery  which  shrouded  the 
Bubjoet  of  money  enabled  each  pcrpctratt^r  of  this  fraud  to  offer  plausiVdo 
arguments  which  tho  people  could  not  Ruccpssfully  refute,  even  if  not  <•  >n- 
■dnced.  Large  capitalists  generally  shared  the  profits  of  these  tinanciul 
operations,  whatever  pains  were  taken  to  reserve  the  whole  to  the  adminte* 
tiation. 

"In  Venioe,  where  the  money  of  aoeonnt  was  nadistnrbed  for  upwards 

of  five  hundred  years,  and  was  the  medium  in  which  the  value  stated  in 
bills  of  oxohanmo  and  bank  credits  were  expressed,  the  chief  payments 
during  all  that  time  were  made  in  bafik  credits,  bearing  a  premium  of 
twenty  per  cent,  over  the  precious  metals.  Any  attempt  by  the  Venetian 
gOTemment  to  debase  the  coin  would  bare  been  Ihtile  rad  ineffiMstnal, 
nnlees  the  bank  had  been  at  the  same  time  destroyed,  and  the  money  tii 
aoeonnt  broken  np.  Many  ehanges  were  made  in  the  coins  of  Tenice,  bnt 
their  true  value,  in  every  instance,  was  at  onoe  marked  by  their  value  in 
the  bank  money. 

"The  various  debasements  in  Kiij^land  consisted  in,  fidui  lime  to  time, 
increasing  the  number  of  shillings  coined  from  a  pound  of  silver.  In  lOGG, 
one  tower  pound  of  silver  was  coined  into  20  shillings ;  by  tho  year  14:6^ 
six  dehnsements  had  increased  the  number  to  37«.  Cd.  In  1527,  the  pound 
Troy  of  silver  was  coined  into  45  shillings;  two  dianges  carried  the  num!> 
her,  hy  the  year  1601,  to  C2  f^billinge.  It  is  now  at  CO  shillings.  Now, 
the  mere  rediicin;;  the  weight  of  a  coin  ought  not  to  be  considered  a  debase- 
ment, any  more  than  issuing  half  crowns  instea<l  of  erowiH.  It  was  tho 
very  fact  that  the  public  had  the  comparative  value  of  die  t^hilling  clearly 
in  view,  that  made  it  profitable  to  call  a  less  weight  of  bilver  by  the  name 
of  a  shilling.  If  a  piece  of  silver  weighing  20  dwts.  had  been  reduced  to 
19  dwts.,  it  would  have  been  estimated  accordingly.  But  the  shilling,  as 
a  term  of  comparison,  was  applied  to  a  thousand  commodities  of  trade."— 
Banker*'  MagazinSt  J^yt  1857.  Article  by  the  auihor  qfAie  volume. 

The  livre  of  France  was  reduced  from  a  pound  of  silver  to 
very  little  more  than  the  bondredth  part  of  a  pound.  In  many 
countries  the  redaction  was  still  greater.  In  all  the  countries 
where  the  unit  of  the  money  of  account  originated  from  the  UA6 
of  the  p'^und  of  silver  in  coinage,  it  would,  but  for  the  debase- 
ment of  the  coinfl|  have  remained  until  this  day  unchanged.  Let 
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ifij  one  look  into  the  history  of  one  of  these  Ttolent  changes, 
and  he  will  see  what  a  straggle  it  is  for  a  people  suddenly  to 
change  their  money  of  acconnt,  and  what  confosioii  takes  place 
at  sQch  a  time  in  idl  transactions  of  money  and  commerce. 

A  money  of  account  may  also  hecome  nnsettled  or  destroyed, 
and  a  new  one  ori^natedi  by  the  depreciatioii  of  a  paper<.oiir* 
rency  issoed  in  correspondence  with  the  unit  of  a  money  of 
account.  This,  howcTcr,  Is  not  so  apt  to  occur,  unless  the 
paper  currency  is  a  legal  tender  for  debts,  or  where  some  special 
government  or  bank  paper  composes  the  whole,  or  nearly  the 
whole,  circulation.  If  such  paper  gradually  falls  in  value  to  a 
fixed  depredation,  it  gives  rise  to  a  money  of  account  corre- 
sponding to  it ;  and  if  sales  be  made  by  that  money  of  account, 
and  payment  be  made  in  coin,  the  latter  is  valued  in  the  money 
of  account  high  enough  to  cover  the  depreciation.  Many  in- 
stances of  this  are  met  with  in  Europe ;  and  remarkable  cases 
are  found  in  Austria  and  Russia.  It  was  urged,  as  we  have 
already  noticed,  by  many  in  England,  that  the  notes  of  the 
Bank  of  England  were  depreciated,  during  the  suspension  of 
specie  ]);iyiiients,  })rccisely  in  proportion  to  the  enlianced  price 
of  gold.  If  this  liad  been  so,  the  Eii;_']i>h  laoney  of  accouiiL 
^ould  have  been  changed  in  tlie  same  proportion  ;  that  is,  above 
ten  per  cent.  That  appeared  to  be  so  to  those  who  could  not 
conceive  that  gold  could  rise  in  value  sufficiently  to  account  tor 
all  that  diflcTcnce ;  but  it  was  denied  by  those  who  could  not 
believe  that  ten  per  cent,  had  been  added  to  the  nominal  value 
of  everything  in  Great  Britain  except  gold.  It  cannot  be  de- 
nied, however,  that  if  the  Bank  of  England  had  not,  in  that 
important  cri-is,  been  managed  with  signal  wij^dom  and  skill ; 
and  if  the  government,  in  that  time  of  great  expenditure,  had 
not  acted  towards  the  bank  with  equal  prudence  and  for- 
bearance, the  notes  would  have  depreciated  to  a  much  greater 
extent  than  ten  per  cent.  It  may  be  questioned  whether  any 
instance  of  like  good  management  on  the  part  of  bank  directors, 
and  like  forbearance  OH  the  part  of  a  needy  government,  can  bo 
'  found.  Kngland  thus  saved  her  money  of  account,  and  avoided 
immme  derangement  of  the  pecuniary  concerns  of  the  people. 
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The  history  of  the  suspension  of  the  Bank  of  England  for 
twen^-fiTO  yean  is  probably,  taken  in  all  its  bearings,  one  of 
the  most  instractive  portions  of  the  history  of  money.*  The 
undeniable  fact  that  all  the  dealings  of  that  period  of  foreign 
war,  and  increased  commerce  and  industry,  were  carried  on  in 
the  language  of  the  English  money  of  accoont ;  and  that  nearly 
the  whole  of  the  payments  were  made  in  irredeemable  bank- 
notes, and  in  checks  npon  banks  not  paying  gold  or  silver,  can- 
not be  explained  bat  by  the  agency  of  money  of  account,  and  its 
important  snbserviency  to  the  credit  system. 

ooHOLvniNa  bemabks. 

The  reader  is  specially  dcsireit  to  notice  that  we  arc  not,  in 
this,  bringing  forward  or  recommending  any  new  mode  of  reck- 
oning or  computation.  We  simply  assert  the  matter  of  fact,  that 
all  prices,  all  books  of  account,  all  statements  of  sums  of  money, 
all  bills  of  exchange  and  promissory  notes,  and  all  bank-notes, 
are  expressed  in  money  of  account.  All  that  is  said  or  done 
with  reference  to  money,  where  neither  gold  nor  silver,  nor  other 
medium,  is  employed,  is  merely  a  u?c  of  money  of  account.  If 
this  be  a  fact  in  the  mental  habits  of  all  civilized  people,  as  wo 
not  only  aver  it  to  be,  but  that  it  cannot  be  otherwise,  it  is  im- 
portant to  comprehend  all  its  uses.  ^Vc  must  accept  the  fact, 
if  it  be  one,  together  with  all  its  inevitable  and  all  its  proper 
consequences.  The  conclusions  to  be  drawn  from  this  fact  are 
a  separate  consideration.  There  may  be  differences  of  opinion 
as  to  the  deductions  which  may  be  drawn  from,  or  the  uses 
which  may  be  made  of  it ;  but  whatever  these  may  be,  we  must 
not  shut  oor  eyes  to  a  fact  so  important,  the  proof  of  which  is 
80  obvious  and  so  indisputable,  and  the  influences  of  which  are 
in  constant  and  active  operation,  whether  we  notice,  them  or  not. 

>  See  ante,  pttge  52,  and  dosing  psgei  of  Chapter  on  Bank  of  England. 
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I. 

MABQUIS  QABNIER  AND  HIS  CRITIC,  L£IE0^2«£. 

No  writer,  totuMin  know,  has  apprehended  more  clearly  the  nature 
of  a  nonej  of  aeoonnt,  than  the  Marqnia  Oamier,  who,  in  1817,  read  to  the 
Vreneh  Academy  of  Inaoriptiona  and  Bellcs-Lcttres  a  memoir  upon  the 
values  of  moneys  of  account  nmonj^  the  nations  of  antiquity.  lie  puhlishod 
afterwards,  in  ISID,  a  "History  of  Money  from  the  highest  antiquity  to  the 
reign  of  Cl)arlemagne."  The  liittcr  vrork  contains  a  clftipter  on  Moneys  of 
account,  which  embraces  the  BubKtance  of  the  previous  memoir.  Tbia 
learned  writer  aacertained,  in  the  conree  of  hie  inyestigatioDa,  that  it  waa 
impoeaable  to  compr^end  the  ancient  writera  when  they  apoke  of  money, 
or  to  brriTc  at  any  eonnd  eonolasions  in  transferring  the  money  of  ancient 
times  into  modern  money,  without  resorting  to  the  distinction  between 
coins  and  money  of  account.  We  know  that  the  monoy  of  many  modern 
nations  cannot  be  properly  appreciated  without  a  due  knowledge  of  their 
money  of  aoconnt;  and  can,  tiierefore,  really  adndt  that  aneh  knowledge 
ia  equally  important  in  the  joat  appreciation  of  ancietat  moneye.  Without 
entering  into  this  que«tion,  or  Touching  for  the  coBclneiooa  reached  liy  Oer- 
maiu  Gamier,  we  give  his  clear  definition  of  money  of  account:— 

"We  distinguish  then,"  he  Hays,  "  two  kind.^  of  money — real  money,  or 
coins,  and  money  uf  account,  which  is  the  expression  of  values,  or  the  spe- 
cification of  prices.  The  valuation  of  merchandize  made  by  the  seller,  the 
MTer  made  by  the  pnrohaeer,  the  aeconnta,  thi^pronriaet  to  pay,  the  stipola- 
tiona  of  hiring,  quotattona  of  atoCka,  and  the  rente  of  fiurms,  all  that  in 
•very  tmneaction  precedes  the  net  of  payment,  moat  be  carried  on  by  meana 
of  money  of  account.  Ileal  money  only  intetTenes  for  actual  payments.''— i 
*'  The  elements  of  wliich  a  money  of  account  are  made  np  con^i'^t,  properly 
fipe:ikin^,  of  arithmetical  quuntities,  which  can  he  nientaily  nuiltiplied  and 
divided."  —  "Real  moneys  consist  of  coins  of  metal,  of  which  the  form, 
material,  impreaa  and  appmranoe  may  be  readily  changed,  without  occa- 
aioning  the  alighteat  derangement  in  the  daily  dealinge  of  aoeiety,  or  ia 
agreements  and  contracts  already  made."  —  "  Bat  m  to  money  uf  aoconnt 
which  has  no  determined  form,  being  in  its  nnturc  incorporeal,  it  is  one  of 
the  institutions  to  which  people  nre  most  strongly  and  constantly  attached 
by  the  powerful  influences  upon  the  mind  of  a  habit  incessantly  applied  to 

(75) 
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the  highest  interests  of  common  life.  The  denominntions  of  the  money  of 
ficcounr,  th«  order  ami  proportion  of  its  divitiions,  assume  at  lenprth  an  inva- 
riable character,  and  romain  the  same  duriii;^  the  lapse  of  a;;e!',  to  8uch  an 
extent^  indeed,  that  only  more  powerful  intiuenccs,  ur  great  political  events, 
can  effect  my  change.  The  value  of  this  money  of  aeoonnt  woaM  hare  beea 
not  less  steady  and  anehanging  than  its  denominations  and  subdivisions, 
if  the  injostiee  and  rapacity  of  governments  had  not  frequently  employed 
tbeni  to  cheat  their  creditors  and  defraud  the  people,  by  adopting  the  ezpe- 
dient  of  lessoning  the  value  of  coins.  The  people,  n'^t  aware  of  thf»  change 
in  the  colns,  would  continue  for  some  time  to  estimate  tln'm  in  their  money 
of  account  at  the  same  price  for  which  they  pubscd  befure  the  debasement, 
and  at  which  obligations  and  contracts  were  previoasly  made.  But  every 
alteration  in  money  of  aceoant  lias  been  ngarded  aa  a  public  calamity,  as  % 
source  of  disorders,  public  and  private ;  and  it  has  always  awakened  among 
a  people  a  general  discontent.  On  the  contrary,  changes  in  the  impression 
or  the  forms  or  dcnomiaatiuns  of  coins  is  a  common  event,  inflicting  no 
injury  upon  any  interest,  and  offending  against  no  established  habits  of 
the  people."  *  • 

This  is  a  clear  view  of  the  nature  of  money  of  aceonnt,  aa  well  as  of 
the  distinction  iMtween  it  and  coins,  or  real  money.  His  success  in  apply^ 
ing  this  distinction  to  ancient  moneys  has  been  disp«|8d  by  Letronne,  who^ 
what<!ver  may  have  been  his  other  qualifications,  as  a  critic  of  Gamier,  fur- 
ni?lie.'j  no  evidence  in  his  work  of  his  knowledge  of  that  distinction.'  The 
difficulties  which  surround  that  subject  are,  perhaps,  greater  than  any  with 
which  adopts  in  ancient  history  have  had  to  grapple.  It  is  very  certain 
that  the  distinction  takon  by  Gamier,  above  quoted,  could  not  but  be  a  great 
assistance  in  historical fesearchea  touching  values;  and  that  no  maa  can 
understand  the  subject  of  money*  ancient  or  modem,  who  doea  not  0Mapm» 
bend  the  naturr-  ofji  money  of  account. 

Wo  would  nut  underiake  to  <Ii*oido  upon  the  point  in  dispute  between 
Garnicr  and  Letronne.  It  requires  fcometbing  more  than  a  full  appreciation 
of  a  money  of  account  to  deindo  upon  the  real  value  of  ancient  moneys :  on 
the  other  hand,  it  may  be  irell  doubted  whether  any  man  is  capable  of 
adequately  mastering  the  sulject,  who  does  not  fully  understand  what  ia 
meant  by  a  money  of  account.  We  fear  that  Letronne  labored  under  this 
disadvantage.  IIo  ppeaks  of  ideal  moneys,  but  In  nn  place  exhibits  any 
real  coniprchen!?ion  of  a  money  of  account.  He  professes  to  meet  Mar- 
quis Garuier  on  the  ground  of  facts  alone.  We  enter  not  into  the  issue 
between  them  here ;  the  reasoning  of  both  appears  to  be  often  inconolu- 
nve.  Gamier  odopta  the  idea  that  there  was  a  general  money  of  aceoant 
prevailing  esteninvely  among  the  civiliied  nations  of  antiquity.  Modern 

*  "  Ilietuiro  do  la  Monnaic,"  par  AlArquis  (Jamicr.   Tome  i,  pp.  72  to  76. 
^''CoDsidmtioDS  nv  fevaluatfau  das  Monnaies  QrecqoM  et  Ronuuns,"  Ao.  4to, 
Psri%  1817. 
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experience  tends  to  contradict  this,  na  ererj  modrm  ration  has  its  oven 
money  of  account,  and  many  liavo  pcvoral.  One  of  the  proofs  to  which  he 
appeals  as  evidence  of  thi'»,  is  tlie  iact  that  Jacob  sent  moroy  1  v  sons 
to  purchaHC  corn  in  Lg^pt,  which  monej  was  received  and  valued,  as  he 
tapposed.  bj  ft  tommmmmay  of  icjiwiil.  Nmr  it  doM  aok  MIow»  bj  any 
meiuM,  thai  betaoM  Jaool/t  montj  wm  nMl?«d  by  lb«  off etrt  of  Sgypt* 
it  WM  fttioMtod  bj  the  money  of  aecouDt  used  by  Jacob  himself.  British 
sovereigns  may  be  paid  for  any  article  in  France,  bat  would  always  be 
estimated  and  reckoned  as  so  many  francs.  As  people  think  in  tb<Mr  ver- 
nacular language,  so  they  always  estinuite  and  deal  in  their  own  money  of 
account. 

IioinBati  wiining  to  tlit  initeaoe  of  JmoVi  money  beini;  reoeited  ia 
Cgypl^  foiy  oomotly  Mya  it  waa  Monvod  by  veiglit;  and  Iron  tbia  bo 
Tiiy  incorrectly  infers  that  there  could  have  been  no  common  money  of 
account  in  the  case.  This  plainly  evinces  that  ho  did  not  understand  the 
real  nature  of  money  of  account.  It  ia  not  probable  that  any  people  ever 
weighed  gold  or  silver  in  payment,  who  had  not  a  money  of  account,  in 
irhich  they  expressed  the  price  or  value  of  the  different  quantities.  In 
Ohittft,  and  in  aai^  oHmt  oontriaai  goid  wid  oilvw  poea  only  by  weight, 
Imi  iia  Hbf  ia  alwayi  eapttaied  i«  »ODey  of  aeeoamt.  Wbotbertiie  people 
of  Meoopotamia,  wIwm  Jacob  dwelt,  sad  the  people  of  Egypt,  used  the 
aame  money  of  account,  cannot  be  ascertained  from  the  fact  that  Jacob's 
money  passed  in  Egypt.  All  money  of  gold  or  silver  will  pass  in  riiiiin  Ivy 
weigiit :  80,  doubtless,  the  mou(  y  of  all  the  world  would  have  purelrasfd 
oorn  in  Kgypt,  being  paid  by  vvc-ti;ht<  The  "four  hundred  shekels  of  siK 
mt"  weiffked  by  Abnbam,  in  paymont  to  Spbnni  ftr  tbo  okvo  of  Maebpo* 
lab,  iraa  "  onnoBt  (money)  witb  tbo  asoiobant." 


II. 

EXTRACTS 

JVom  an  Artide  in  the  "Bankers'  Magazine,"  of  Kctc  TurTc,  m  (ktJwI^ttMd 
Jugud  JVof .  qf  1S57,  by     JmUmt  iff  iku  F«^in«. 

MONJEY  ACCOUNT. 

"IwQVitixo  prices,  and  fixing  them,  occupy  a  largo  portion  of  the  timo 

and  attention  of  all  men  in  trade,  and  not  a  little  of  many  others  whoee  only 
connection  M  ith  business  is  to  purchase  for  the  supply  of  their  own  wants. 
The  citriverHation  and  discussion  on  the  subject  of  prices,  •where  no  sale  or 
transaction  takes  place,  greatly  exceeds,  perhaps  ten-fold,  that  which  results 
in  a  change  of  proportj.  The  minds  of  a  large  proportion  of  the  people  in 
all  thriving  buaineaa  oommonitiet  becomo  fiuniliar  with  tbo  ptiom  of  a  cav> 


Digitized  by  Google 


78 


N0TS8  TO  CHAPTIE  IX. 


tniu  rango  of  articles  which  they  have  most  occn^sion  to  purchase  or  sell. 
They  keep  paco  with  the  fluctuations,  and  are  well  advised  when  they  are 
asked,  niore  or  less,  fur  any  given  rammodities.    These  respective  or  com- 
parative prioes  are  readily  borne  in  mind,   llonsekeepers  well  know  th« 
oompuraUTtt  ntos  of  ooffse^  tea,  sugar,  rice,  pepper,  mod  otber  things  whioh 
go  to  strall  the  hoooehold  axprnMS.  Thej  know  thnt  s  pound  of  beef  it 
worth  more  than  a  pouiu]  of  bread,  and  th<t  a  poand  of  butter  is  worth 
more  thim  <mc  of  heof ;  uml  not  only  po,  but  they  know  it  nccurntely  mid 
independently  of  any  actual  purehase:  they  know  it  without  actually 
naming  any  price  in  money  fur  each  article.    This  idea  of  the  compurntive 
price  of  these  articles  is  carried  in  their  minds  with  perfect  facility.  And 
although,  for  tualliy  and  perfect  eouTenienee,  these  prices  ate  expressed  in 
money,  yet  any  one  familkr  with  prioea  could  readily  eay  a  pound  of  rice 
is  worth  two  pounds  of  flour,  a  pound  of  beef  is  worth  four  of  flour,  a  pound 
of  tea  is  xvorth  eight  of  coffee,  a  bushel  of  wheat  is  worth  two  of  potatoes, 
and  very  many  could  run  round  a  whole  range  of  comparisons,  showing  a 
definite  and  precise  idea  ut  the  respective  prices  of  the  articles  named. 
**  In  all  business  transactiooH,  prices  are  fixed  and  expressed  in  money 
,  of  account.  It  forme  the  univerMd  medium  of  estimate  and  comparison. 
Honey  of  aocoont  may  either  correspond  with  tlie  coRont  coins  or  not  In 
England,  all  valuations  are  made  in  the  terms  poundtt  thUlinys,  pence  ami 
J'tii/Jihifr^  and  occasionally  in  (jHiHean.    The  coins  correspond;  that  is,  in 
iiamin;;  a  pound,  you  express  a  sum  or  value  wliich  lins  an  e(}ulv;ilrtit  in 
the  sovereign ;  the  shilling  of  account  has  its  equivalent  in  the  coined  shil- 
ling, and  80  of  the  penny.   In  the  United  States,  the  money  of  account  is 
expressed  in  dollars  and  cents,  and  the  coine  correspond.  In  many  coon- 
tries,  however,  the  money  of  aecount  and  coins  do  not  conrespond.  In 
China,  prices  are  expressed  in  tales,  mace  and  candarines;  and  accounts 
are  so  kept,  and  evidences  of  debt  are  written  in  the  same  way;  so  that 
thes<>  d(M'>iTiin:ition8  are  the  money  of  account.  Coinfl  are  not  used  in  China. 
Gold  and  biiver  arc  largely  used  in  payments  and  mercantile  transactions, 
hot  always  by  weight,  being  valued  lilM  other  eommoditiee  m  the  money 
of  account— the  vsloe  or  price  fluctuating  according  to  the  plenty  or 
tcaroifj,  the  rate  of  exchange,  the  degree  of  finenees,  and  other  caaset. 
There  is  a  Tcry  g)«at  diverrity  in  Europe  in  the  moneys  of  aoe^t  and 
coins ;  in  many  jilaces  thnrc  are  various  modes  of  keeping  accounts,  and 
various  system^  of  c  lins,  and  no  af^reement  amonjj  them  ;  in  some  thrrp  is 
a  partial  agreement,    in  Gibraltar,  accounts  are  kept  in  dollars,  which  ex- 
press a  valne  equal  to  about  two^irds  of  onr  dollar,  and  without  any  cor^ 
leeponding  coin.  [See  '  Kelly's  Oamlnst,'  *Omnd's  Heiohant^s  Aseistant,' 
and  other  similar  works;  'Austria,  Venice,  Genoa.']    In  making  a 
price,  it  is  first,  by  inveterate  habiti  slated  in  the  old  way,  and  then  con- 
verted, if  necescaij,  into  the  new,  a«i  men  snmetimes  tfiink  in  one  lanjrnn!:;© 
and  express  themaslves  in  another.   So  if,  in  Great  Britain,  sovereigns  and 
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shillinjr'*  were  wholly  withdrawn  from  circulation,  and  Sprinish  or  French 
coins  8ubstitulcd,  the  people  would  continue  to  think  and  value  in  pounds, 
shilUogs  and  pence  until  somo  powerful  dUturbiog  cauM  Intok*  down  the 
biibit.  It  if  mon  thtn  half  a  Miitiiry  tinoe  tht  pNMnt  admimble  metrieifcl 
•ystent  of  weights  and  meosarM  was  adopted  in  FranoOp  with  all  the  adTan- 
tage  of  a  decimal  sjstetn  ;  yet  the  mass  of  the  people  continue  to  think  and 
estimate  under  the  imperfect  and  complicated  systems  whiclj  had  been  long 
in  possession  of  the  public  mind.  Tlio  idea  of  a  speoitic  value  and  quantity 
once  lodged  iu  the  mind,  and  familiarized  by  daily  and  constant  use,  will 
be  as  difficult  to  eradicate  as  one's  native  language.   We  may  learn  nnoir 
language,  Iral  we  oanaot  easily  forget  tlukt  in  whieh  we  have  ehiefly  ooo- 
^eieed  from  ehildliood,  and  in  whieh  we  nnst  ooolinBe  to  shape  oar  ideaa 
long  after  we  may  begin  to  express  them  in  another.    There  arc  great 
numbers  of  business  men  familiar  with  the  prices  of  a  Inrf^e  number  of  the 
commoditiea  of  trade,  enpiiiired  in  daily  discussing  them,  making  sales  and 
purchasef,  or  quite  competent  to  make  them,  yet,  when  produced  and  ex- 
hibited, wholly  unable  to  recognise  the  quantities  of  which  they  speak,  or 
to  specify  the  quantity  of  gold  or  silver  whieh  is  the  eqnivalent  of  the  prices 
they  so  fluently  quote.  They  oan  tell  yon  the  priee  of  a  ton  of  iron,  a  bva- 
dred  weight  of  sugar,  or  a  barrel  of  flour ;  but  they  might  be  wholly  unable 
to  toll  whether  a  lot  of  iron  contained  one  or  five  tons,  whether  a  lot  of  sugar 
contained  one  or  five  cwts.,  or  whetlier  a  barrel  of  flour  contained  one  or 
five  hundred  pounds.    Nor  could  they  tell  the  weight  or  she  of  the  quanti- 
ties of  gold  or  silver  whieh  would  be  equivalent  to  the  prices  named.  The 
editor  of  a  priee-eorrent,  who  is  eonetaotly  eonversant  vrith  prices  of  almost 
the  whole  range  of  eommerce,  and  quite  able,  from  his  lamiUari^  with 
priees,  to  buy  and  eell,  may  be  wholly  ignorant  ef  eoine,  of  the  mode  of 
weighing  the  precious  metals,  r>r  any  other  commodity.    When  coins  are 
wholly,  and  fur  a  lone  period,  banished  from  circulation,  nien  tind  no  diffi- 
culty in  naming  prices  and  proceeding  with  the  whole  business  of  trade.  In 
the  United  States,  gold  and  ^ver  art  the  only  legal  tender  in  payment  of 
debts,  and  yet  not  one  thoasaad  doUata  of  diebt  in  a  thonsaad  millions  la 
paid  in  those  metals.  Men  moet^  therefbf^  be  mooh  more  familiar  with 
prices,  and  with  money  of  account,  than  they  are  with  the  precious  metals* 
"When  a  price  is  fixed,  in  the  ordinary  course  of  dealinir,  the  naming 
such  a  priLc  is  nut  the  same  thing  as  holding  up  to  the  party  to  wiuun  it  is 
named  a  quantity  of  gold  or  silver  of  equivalent  value.    When  a  barrel  of 
floor  is  said  to  bs  worth  five  dollars,  the  party  fixing  that  price  does  soft 
mean  the  gmm^jf  of  gold  in  a  half  eagle,  or  of  silver  in  Ave  dollare,  fbr 
that  qnantity  he  does  not  know.   He  usee  the  same  expression  he  would 
use  if  he  were  asked  the  value  of  the  half  eagle,  *  five  dollars.'   So  if,  in 
England,  an  article  is  said  to  bo  worth  fifty-five  shillings,  neither  party 
forms  any  idea  of  the  quantity  of  pold  equivalent  to  that  amount,  although 
payment  cannot  be  made  in  silver  beyond  forty  shillings,    iyo,  during  our 
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Kcvolutionary  War,  when  for  many  j-ears  there  wae  only  a  papor  oireula 
Hon,  prices  were  expressed  in  the  various  currencies  of  the  different  ct>lo- 
nies,  and  very  few  indeed  could  baTe  been  guided  by  the  quantity  of  gold 
or  eilm  eqaindent  to  any  prwe  axpntMd  ia  tbeir  poonde»  •billingt  and 
pence. 

**It  b  e?ident,  thcrcfon^  tbat  moMj  <if  ceooant  is  tbe  medium  in  wbi<A 
prices  are  quoted  and  oxpressod  in  all  countries.  It  is  capnMo  of  mea- 
surin;^,  comparing  and  stating  vaiuey  to  the  utmost  extent  of  the  require- 
ments of  trade.  Much  confusion  uf  ideas  has  arisen  from  blending  the 
functioDfl  of  coin  with  thoae  of  money  of  aocooni,  in  legislation,  in  works 
on  the  aolgect  of  noaty,  and  in  OMiverMtioii.  It  is  wfomiiiate  for  dear 
views  on  this  sulyeot»  tbat  the  money  of  aeoount  has  not,  in  all  ooantriss^ 
as  in  China,  been  kept  wholly  distinct  frooi  tbo  ooins. 

"  The  errors  prevalent  on  this  Huhjeet  are  very  distinctly  exemplified  hy 
Mr.  Locke,  in  his  tract  on  money,  publirihed  in  the  contn)versy  on  the  re- 
coiuagc  in  England,  at  the  cli*se  of  the  17th  century.  The  great  philoso- 
pher bad  no  oonoeption  of  tho  rosl  fiinetioBS  of  a  money  of  aosonnt.  He 
tells  us  tbat  *  Men,  ia  their  bargpuns*  ooatraot  not  for  dsnominationo  or 
sounds,  but  for  tbe  intriosio  value,  whioh  is  for  tiie  quantify  of  silver  by 
public  aatbority  warranted  to  bo  in  pieces  of  such  denominatioos;  audit 
is  by  havini;  a  greater  quantity  of  silver  that  men  thrive  and  jrrow  richer, 
and  not  by  having  a  greater  number  of  denominations,  which,  when  they 
come  to  have  need  uf  their  money,  will  prove  but  empty  sounds,  if  they  do 
not  carry  with  them  tbe  real  qoanUty  of  silver  expected.'  *  Again :  *  Tho 
yard  or  quart  men  measure  by,  may  rest  indifferently  In  tho  boysrs  or  sell- 
ers, or  a  third  person's  bands,  it  matters  not  whoso  it  is.  Bat  it  is  not  so 
in  silver.  It  is  tbe  thing  bargained  for,  as  well  as  the  measure  of  the  bar- 
gain ;  and,  in  commerce,  passes  from  the  buyer  to  the  seller,  as  beina^  in 
such  a  (juantity  equivalent  to  the  thing  sold  ;  and  so  it  not  only  measures 
tho  value  of  the  commodity  to  whioh  it  is  applied,  but  is  given  in  exchange 
for  it.  Bat  this  it  doss  only  by  its  quantity,  and  nothing  dss.  For  it  mas| 
bs  remembered  tbat  silver  is  tbo  wttrmmuUtm  well  as  meatwte  of  oemmeros. 
And  every  one  desiring  to  get  as  mueb  as  hooan  of  it  for  any  oommodify 
be  sells,  it  is  by  the  quaniiitf  of  silver  he  gets  for  it  in  exchange,  and  1^ 
nothing  else,  tbat  he  messaioa  the  valoe  of  the  oosuaodity  ho  sells.'  (Pegs 

4,  5,  idem.) 

"As  the  arguments  and  authority  of  Mr.  Locke  are  greatly  relied  upon 
in  the  oontrovorsy  wIM  has  bson  WSfisd  on  this  subject,  it  may  be  proper 
to  state  his  views  still  more  folly.  After  ba^g  inaistsd  npon  ^ftr  as  tbo 

proper  standard  of  value,  and  urged  his  ol^eetions  to  tho  donblo  standard* 

he  adds:  'One  tneial,  therefore,  alone  can  be  the  money  of  account  and 
contract,  and  tbe  measure  of  commerce  in  any  country.  The  fittest  for  this 

*Psgs«or  IfOofce'sTraet  Farther  CeasMsratiOBS  on  leislag  vshie  of  Monsy,"  9A 
ed,lS98b 
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use  is  silver.  It  is  onouj^h  that  ihr^  -u-nrld  has  a<rrep(l  in  it,  and  mndo  it 
their  covunon  money;  nnd,  as  the  Indians  rij^htly  call  it,  irucuurtf  all  Other 
metals,  gold  as  well  an  lead,  are  but  commodities/ ' 

*'If  tbeae  misconceptioDt  were  not  still  frequently  reiterated,  it  would 
•mrcelj  seen  necenarr  to  lefate  them,  as  that  wat  done  afe  ilie  time  of 
tfadr  pttUioadon,  and  haa  btan  fraqnoitly  In  Mr.  Loeke'a  day,  ulm 
wu  ibe  ootnmon  medium  of  pajnent  in  small  transaction!!,  and  ho  was  not 
femiliar  with  the  modes  of  pnrmrnt  in  the  larj^e  opprtitions  of  trade.  lie 
could  not  distinguish  lietwcen  the  shilling  of  account  and  the  nhilling  of 
silver.  £voa  ia  the  17th  century,  before  the  Bank  of  England  emitted  a 
paper  enrrenqr,  a  large  porikii  of  the  gnat  pajmenta  eommeree  wwa 
tftotad  in  Tarions  other  ways  among  netobants,  than  by  the  transfer  of 
the  preotoQs  netali.  When  Mr.  Lod^o  aaeerted  that  nen  did  not  contract 
far  denominatfooe,  be  eimply  oTerlooked  the  fact  that  they  contracted  fly 
thorn.  They  used  denominations  rnntinna!lv  n  ponlp,  n  mcasnrc,  or  an 
instrument,  in  all  their  quotationH  i  f  i n  ,  vahiations  ami  bartrains,  hut 
only  used  silver  and  gold  when  they  Averc  actually  present,  and  then  as  a 
commodity  and  an  equivalent.  Mr.  Looke  conld  not  foreeee  that,  for  nearly 
a  qaarter  of  a  eentury,  gold  and  cUver  almost' disappeared  from  the  eireb* 
lation  of  Eng^d,  and  that,  doring  that  period,  men  were  so  far  from 
always  contracting  for  silver  or  gold,  that  no  man  ever  expected  to  receive 
any  paymont  in  th^se  metals,  or  citlier  of  them.  He  could  not  foresee  that 
his  descendant,  Lonl  King,  would  make  himself  conspicuous  as  the  only 
man  in  the  nation  who  insisted  on  being  paid  in  gold,  giving  bis  tenants 
special  notice  that  thar  rents  conld  only  be  discharged  in  that  way.  Tct 
all  the  bnsiness  of  the  trade  and  rerenna  of  Grent  Britain,  from  1797  to 
1822,  a  period  of  immense  operations  in  war  and  commerce,  was  carried  on 
6^  the  aid  of  the  denominations  pr/i/^t/^,  shilUngs  and  pence,  and  bank-notes. 
The  theory  of  Mr.  Locke  must  fall  to  the  ground  before  such  an  example 
as  this,  whatever  may  hnvo  been  the  efforts  of  Lord  King  to  uphold  it  by 
bis  individual  exertious.' 

•  **  The  cotttroTersy  in  which  Mr.  Locke  launched  his  "  Farther  Oonsiderap 
tions  ooncsrning  vaisiag  the  value  of  Moosy,"  woaU  hare  been  of  still 
greatnr  imponsiiee  if  it  had  resulted  in  a  true  solution  of  the  question.  It 

was,  however,  conducted,  though  with  great  ability,  under  an  entire  mis- 
npprehension,  by  both  parties,  of  the  true  issue.  The  points  started  excited 
inquiry  and  speculation  on  the  Kubjcct  of  money  to  such  an  extent,  that 
England,  during  the  last  century  and  a  half,  has  produced  more  writings 
on  carrency,  banking  and  money,  than  all  the  world  beside.  To  these  may 

*  Vage  31,  idem.    Wis  views  stated  shortly  at  page  22. 
Lonl  King  publubod  a  pamphlet  on  the  rei»iriction  of  specie  pajrmeDt^  hy  tbo  bank, 
in  iMKt,  and  n^ve  the  notice  meotioaed  to  hit  tenants.   This  osoadoned  a  speeial  act 
of  ParUamen^  whieh  showed  that  the  ministiy  of  the  da^  ondentood  the  mlij|«ata« 
little     hto  Uwdsblp. 
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L>o  added  a  huge  pile  of  folios  emanatin;:;  from  Parliamentary  Comroittecs, 
embodying  a  mnm  of  valuable  facta,  evidence  and  experience.  The  rniscon- 
oeptioDS  of  Mr.  liocke  and  Mr.  Lowndes  have  never  yet  been  cleared  up.  It 
WM  impOKible  for  then  me  to  ootndde^  btoaoM  they  regardtd  tbe  ral^t 
firom  a  difl^at  paltai  of  tiew,  and,  of  eoofw,  with  diflSNoal  oljeott  awl 
IminreBsioDS.   A  fall  (^mpnlionsion  of  the  nature  of  money  of  aeooont  was 
needed  to  enable  thorn  to  j^apple  with  thf  real  difficulties  of  the  rocoinage. 
That  i^tep  had  become  necessary  by  the  miserable  state  of  depreciation  into 
which  the  coins  of  the  realm  bad  8unk  during  the  last  half  of  the  17th  ceu 
tury.   Owing  to  the  natural  wear,  and  the  frauds  by  clipping,  punching, 
■wMting,  aad  oUiot  raatlar  uwim,  tba  tXtnr  ooiot  bad  dopfwiitod  fioai 
Jhe  io  HoaUyper  emL*  Tho  point  to  bo  totded  ibr  llio  aotion  of  tho  govaro- 
ment  was,  wbethor  tbo  new  coins  i^huuld  be  isiBtd  of  tiie  original  weight, 
or  be  made  to  correspond  to  their  value  at  thf»  nvemge  depreciation.  Mr. 
Locke,  who  fur  the  want  of  a  merchant's  familiarity  with  the  subject  of 
money,  could  not  bring  his  powers  of  abstraction  to  bear,  did  not  conceive 
of  a  mere  money  of  account,  but  involve  himself  in  a  labyrinth  of  fuHacies, 
bj  treating  silver  eohx  at  the  only  poittblo  moaej.  Hia  findaaiontal  posi- 
tioiM  were  in  eoaaeotioii  with  thoae  alnady  citod,  thai  *  8Uvor  ia  tho  ioitm> 
aient  and  measure  of  commerce  in  all  the  civilized  and  trading  parts  of  tlio 
world.*    'The  intrinsic  value  of  silver  considered  as  money,  is  that  esti- 
mate which  roninion  consent  has  placed  on  it.'    'That  an  equal  quantity 
is  always  of  equal  value  to  an  equal  quantity  of  silver.*"   The  last  position 
is  always  true,  says  Ruding,  except  in  the  case  of  coinage,  to  which  Locke 
applied  it* 

**Theeo  amooad  and  ol^rofirtad  pooitioBe  aia  aaflolentfy  planaibto  to 
influenoa  many  minds.   The  least  rofleetioa  will  eatisfy  practical  men  that 

silver  is  not  the  instrument  and  measure  of  commerce ;  it  is  merely  one  of 
the  agents  sometimes  employed  in  trade,  but  frequently  dispensed  with,  and 
never  indispensable.  Tho  intrinsic  value  of  silver  is  fixed,  like  the  value 
of  other  articles,  by  the  cost  of  obtaining  it,  by  the  demand  for  it,  and  by 
otikoroaaeee,  epeoial  and  geaoral,  applbabte  to  other  ooauioditieo.  Aa 
•qoal  qoaatit;  of  ailvar  is  not  alwajs  at  tho  ssom  prioo  with  an  oqaai  qas»> 
tij  of  nWer,  because  that  inpHes  that  no  ohaogo  orer  tahes  place  in  the 
ralue  of  silver,  when,  at  the  present  time,  all  merchants  know  that  it  does 
change  frequently ;  and  our  price-currents  chronicle  these  changes  in  the 
price  of  gold  and  silver,  as  they  do  other  changes  in  price.  Entertaining 
these  false  notions,  Mr.  Locke  looked  upon  a  crown  or  five-shilling  piece, 
or  a  AlHAng,  or  a  Spaaish  doUar,  as  a  oertsia  daiaod  <|^aoatity  of  silver, 
ttoalteiablo  ittvalae,aadia90parableia  idea  lima  tho  silver  ilsoUl  labia 
tiow»  goods  were  oaly  sold  Ibr  the  sHvaraaaod  aalfcopriee.  HoaoaldBoC 

*  "  Lowndes,"  60,  61.   Taylor  on  "  Jfsasf  Bystem  of  Logiiuid," 

■Pli|ssl,S,  "hMktft  JmeL" 

*Badfaig*s  «.ABBak«ftbeOotas|s^''v«LiLpige4S. 
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understand  that  doUani  could  be  said  to  be  worth  4*.  6<2.,  4s.  7<i.,  4s.  Sd., 
Ac,  or  that  ooinu  eoold  be  qtiotod,  in  mat  of  a  demttDd  fw  tStnt  in  Ffance 
or  HolUwdt  or  in  oaie  of  n  high  exchange,  at  5«.  Id,  or  5«.      Ao.  He 

taw  the  conrusion  of  termg,  but  could  not  undentand  whj  dwti.  of 
uncoinwl  silver  shoald  be  at  a  higher  price  than  a  crown  purporting;  the 
same  weight;  nor  why  an  ounce  of  silver,  ot  the  very  time  he  wrote,  was 
selliug  at  ds.  5d,,  when  it  ought  to  be  worth  only  5jr.  '2d.,  by  his  doctrine. 
For,  formerly,  when  the  foU  weight  crown  wae  worth  only  five  shillings  for 
the  19fV  d^r^  of  rilver  H  contained,  the  ounce  of  lilfer  was  only  irortili  St. 
2d,  Silver  had,  therefi»ie,  apparently  rieen  about  20  per  cent  All  this,  to 

Mr.  T  kc's  mind,  was  the  merest  confusion  of  terms,  wholly  naintellt|^ble^ 

the  juu'L'K^ry  (if  agiotage;  (aT  with  him  a  dollar  wns  a  dollar,  a  crown  a  crown, 
a  shilling  a  shilling,  an  ounce  of  silver  an  ounce,  atiil  nothini^  more  or  less, 
lie  supposed  that  men's  minds  had  become  coniuscd,  and  that  no  change 
had  taken  place  except  a  depreeiatton  in  the  defaced  and  dipt  coins.  Ilis 
opponents  saw  very  dearly  the  apparent  change  in  Talae.  They  saw  clearly 
that,  as  mattoa  then  stood,  a  crown  of  fall  weight  was  worth  0*.  3d.,  and 
not  merely  5t.,  as  fomeriy  rated*  '  That  silver  in  England  being  grown 
scarce,  is  consequently  grown  dearer.  That  it  is  risen  in  price  from  5^.  2</. 
to  0*.  ChI.  per  ounce.' '  This  seemed  to  them  an  actual  enhancement  of 
price.  It  was  only  apparent,  however,  for  no  such  increase  of  price  had 
taken  place  on  the  continent  The  reel  dificolly  in  this  question,  in  which 
both  parties  were  partly  right,  was  that  neither  nnderstood  nor  appreciated 
the  natnra  and  functions  of  a  money  of  account.  The  coins  had,  according 
to  the  usage  of  Xnrope.  been  made  to  correspond  with  the  money  of  account, 
a  correspondence  which  has  produced  unrnnnbt:'red  miscliief:?,  and  stood 
darkly  in  the  way  of  clear  views  of  tlie  subject  of  money.  As  the  cnin.'<,  in 
the  coarse  of  half  a  century,  gradually  lust  value  by  abrasion  or  clipping, 
the  money  of  account  followed,  with  a  change  which  was  so  gradual  that 
the  public  took  no  note  of  it  Shilling*,  which  had  lost  a  fourth  pif  their 
weightk  ware  still  called  ohilUagi;  crowns,  which  had  lost  a  tenth,  were 
still  called  and  treated  by  the  mass  of  the  people  as  worth  ftvc  shillings. 
But  when,  after  1690,  the  depreciation  had  reached  an  averaj^e  of  15  per 
cent.,  the  extent  of  the  evil  began  to  be  felt.  As  soon  as  !>ilvcr  cans  bej^an 
to  be  ezp<»ted,  upon  an  uofarorable  czchaage,  they  were  treated  m  bullion, 
and  vaXoed  in  the  money  of  accoanft  of  the  ooontriea  to  which  they  were  to 
he  exported  according  to  their  actaat  weight  It  was  found  aftonce,  that 
while  the  gieal  imm  of  the  sake  and  traasaetions  of  the  country  was  car> 
ried  un  in  the  old  denominations,  and  with  the  imperfitct  COins,  and  these 
old  denominations  had  gradually,  in  the  minds  of  ttie  ma«i9  of  the  people, 
kept  pace  with  the  coins,  the  merchants  in  the  foreign  trade,  familiar  with 
the  price  of  bullion  at  home  and  abroad,  very  clearly  saw  the  change  which 
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bftd  taken  place;  that  tbe  coios  were  worth  intrinsically  less  than  r^nncrly, 
and  they  gave  G.f.  3(7.  for  a  crown  of  full  weight.  But  Mr.  Lo^ko  ili  n'n-d 
that  they  gave  C>s.  o<L,  and  insisted  that  only  S.v.  •was  given  in  de}^.reciat<'d 
coins  called  G^.  o<i.,  but  having  crnly  iis.  of  silver  in  tbem.  Cunfusiuu  iiud 
intaded  the  money  of  ftceoant,  and  men  differod  abonl  what  was  meant  by 
fire  shUlings.  Mr.  Loeke  inaieted  that  Ute  new  crowns  ahontd  eontain  the 
same  quantity  of  silver,  19  dwts.,  as  formerly,  becaoae  thai  quantity  was 
^s. :  ^Ir.  Lowndee  insisted  that  that  quantity  ^as  now  ivurth  G^.  or/., 
that  the  new  crowns  should  contain  only  about  15|\,  dwt.«.,  and  that 
the  shillinj^s  should  contain  proportionaltly,  that  is,  one-tifth  less  tliun  the 
old  coinage,  because  he  clearly  saw  that  the  whole  range  of  pricc.<«  had 
been  fixed  in  a  mon^  of  account,  which  had  been  formed  upon  the  de]ure> 
dated  coins. 

**  Mr.  Lowndes  wished  to  avoid  the  mischief  of  suddenly  wresting  baok 

the  money  of  account  from  its  present  adju8tnient  to  its  former  position : 
'By  this  project,  all  computations  in  pounds,  shillings  and  pence  used  in 
accounts,  and  the  reckonings  by  pounds,  marks,  half  mark?,  practised  in 
the  law  of  England,  and  in  the  records,  contracts,  and  other  iustruuicut« 
relating  thereunto,  will  be  preserred  as  they  ongbt  to  be.' '  All  the  eon- 
traots  for  many  years  had  been  made  in  the  money  of  account,  as  it  corre- 
sponded with  the  depreciated  coins.  To  reqnire  debts  thus  contracted  to 
bo  discharged  in  coins  of  full  weight,  or  their  equivalent,  vras  an  injustice 
the  government  could  not  pcrj>etrate ;  and  the  coins  were  called  in,  imper- 
fect as  they  were,  to  he  restored  in  new  coins  of  the  old  weight,  Thut  unly 
met  the  difficulty  to  a  small  extent,  because  much  the  largest  proportion  uf 
tiie  debtors  had  no  coins  in  their  hands  to  be  thus  exchanged.  They  had  to 
sell  goods  to  raise  money,  and  their  goods  would  sell,  of  course,  at  a  depre- 
ciation' proportioned  to  the  increased  value  of  the  coins.  This  hardship 
was  strongly  urged  as  an  objection,  but  in  vain,  as  it  was  resolved  by  the 
authorities  that  the  weights  of  the  old  coinage  must  be  preserved.  They 
believed  in  Mr.  Locke's  idea  ol  an  equal  (juantity  of  silver  being  always  of 
efjiial  value.  The  money  of  aceount,  as  understood  and  used  by  the  people, 
was  violated,  and  all  recent  subsisting  contracts  were  in  confusion. 

**  The  true  doctrine  of  money  of  aoeount  applied  to  the  diffienlties  of  that 
reeoinage*  npon  which  we  have  dwelt  at  more  length,  with  the  view  of 
showing  this  doctrine  more  distinctly,  would  have  settled  at  once  the  ehief 
part  of  the  dispute,  and  enabled  them  to  grapple  with  the  real  facts,  unob- 
scured  l»v  a  cloud  of  misoonef-ptioni.  If  the  coins  had  been  aa  Mr.  Locke 
contends  they  sliduld  be,  merely  weighed  pieces  i.fini  tal  of  acertain  standard 
quality,  the  mouey  of  account  would  have  kept  its  original  adjustment; 
end  if  the  ounce  of  silver,  valued  at  5t.  2d^  bad  lost  one^fifth  of  its  weight, 
it  would  have  been  valued  at  4s*  l^d. ;  and  the  gradual  depredation  would 


*  "Lowndes' Bsiajr,''fte,  pecs  U.  Lmrate  was  Hosier  of  ths  Mint 
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huf  been  ao  iiapefoeptibte  ia  tbo  conns  of  ft  aeries  of  yean,  as  to  havo 

fallen  with  BCTeridy  npon  none.  The  money  of  nccount  would  have  re- 
mained intact,  me&narinp  nnd  exprojising  tho  value  of  the  piwes  of  silver 
ami  -rnld  aecnrdinf^  to  their  weij^ht,  witii  the  panic  prcrjsion  and  readiness 
as  other  articles.  In  case  uf  a  rise  of  the  precious  metaU,  eonsequent  upon 
a  hi|;h  exchange,  the  rise  wonld  be  at  ooee  ooted  in  the  money  ot  aeoonnt 
without  the  least  oonftiaion  in  any  mind.  The  eunoe  of  ailver  which  had, 
at  the  ordinary  azehaage,  been  mted  at  5s.  SSd.,  eonld  as  easily  be  stated  to 
bs  worth  5.T.  3<?.,  5s.  id.*  or  6«.  10</,  ITnder  the  proper  and  unobstructed 
operation  of  n  mon^v  of  lu'r-  nnt,  tli*^  evil  couM  not  have  talcen  [ilaco :  tlint 
is,  if  the  woip;ht  and  quality  in  the  firt5t  place  hail  been  simply  certified  hj 
the  stamp  of  the  mint,  and  the  price  bad  been  left  to  the  course  of  com- 
merce, there  would  have  been  no  inducements  to  clipping  or  punching,  as 
the  amonnt  thns  abstraeted  would  have  been  deducted  by  the  first  person 
to  whom  it  would  have  been  oCered ;  and.  when  the  aotual  wear  began  to 
hi'  appreciable,  the  loss  would  have  been  deducted  in  all  large  payments. 
In  this  way  the  l  iss  by  wear,  for  twenty,  thirty  or  fifty  ycnr?,  could  never 
be  Buihicnly  thrown  at  once,  with  all  its  severity,  upon  any  coiiiniunity ; 
but  would  be  Ixtrno.  in  the  lapse  of  years,  by  several  peneratit»ns  of  husin' 
men,  by  such  slow  degrees  as  to  be  imperceptible  as  a  burden.  The  object 
of  a  reeoinage  wonld,  in  sucb  a  eaas,  only  be  to  reviss  the  standard  of 
quality,  deteet  adulterations,  and  by  the  re>issoe  of  pieces  newly  weighed 
and  stamped,  to  save  the  people  the  trouble  of  weighing  and  assaying.  To 
thi?,  iicithur  Mr.  Lofke  nor  Mr.  Lnwndes,  and  tho.'»e  nprreein;x  with  thrm, 
could  bavo  made  objection,  if  t!;'\v  had  oncf*  perceived  the  ''ffiL-ieni'v  and 
utility  of  an  utidisturbed  mont'v  ot' account.  It  would  have  explained  nearly 
every  point  of  diflferenoe  between  theiu,  saved  the  g(»veruraent  10  per  cent, 
on  the  reooinage,  prevented  a  f^^at  amount  of  Injustice  to  individuals,  and 
preserved  the  money  of  aeeount  at  its  then  adjustment.  It  wonld  have 
pleased  Mr.  Locke  to  have  the  |.r  i  ti-  m.  1 11  issued  by  weight  and  quality 
only  ;  and  it  would  have  pleasod  Mr.  Lowmlfs  to  have  retained  the  signifi- 
cance of  pounds,  flhillin<:s  and  pence  unclian;:;ed,  as  tbco  employed  to 
express  the  value  of  all  the  commodities  of  trade." 

"  We  may  aptly  introduce  here  a  passage  from  a  work  on  '  Coin  and 
Coinage,' '  which  denotes  a  clearer  conception  of  this  snl^ject  than  any  to 
which  it  was  the  fortune  of  Mr.  Locke  to  attain.  *  For  all  eichange  is 
either  by  t!ie  actual  or  intellectual  valuation  of  money;  that  is  to  say, 
either  the  thing  is  exchangod  for  money,  or,  if  it  be  exchange<l  for  another 
thinjr,  tho  meanure  of  tliat  pxphan-^"  is,  how  much  money  either  of  the 
thinfjs  oxchan;red  is  ruiiceiv^d  to  bo  worth  ;  and  practice  hath  found  out 
that  in  value,  which  geometricians  have  found  out  in  quantities,  that  two 
lines  which  an  equal  to  a  third  line,  are  equal  to  ooa  another;  so  the 


*  "Bij  Rioe  Taoghaa,  psfs  S.  London,  1075. 
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nionpy  is  a  third  line,  by  which  all  things  are  made  equal  invjilue.'  Money 
of  account  is  tlie  line  or  medium  of  comparison  Ijy  -which  values  arc  com- 
pared, stated,  expressed,  and  by  which  parties  discharge  their  debts,  by 
deltferiag  m  many  goodi  iato  the  ehiuuMb  <tf  mmimhm  m  tiitj  take,  *  by 
whieh  «U  tbiD|g»  are  mtd*  eqiuL' 

"  In  the  eontrorersy  wbioli  grew  out  of  the  fiuMd  BnUioii  IU|>ort  of  HKK 
Mr.  Haskii^son  pablufced  a  pamphlet,  'The  Question  coDcerning  the  Dcpr^ 
ciation  of  the  Currency  Stated  and  Examined,'  ably  sustaining  the  doctrines 
of  that  report,  for  which  ho  was,  as  an  acting  member  of  the  committee, 
responsible.  That  dispute  was  waged  among  scores  of  writers  on  grounds 
OD  which  it  was  impossible  they  oould  arrive  at  any  just  conclueioa.  One 
party  eoBteaded  thai,  owUiK'to  the  long  wDtimied  wvn  of  tho  ftwh 
BeTolation  and  of  Napoleon,  the  demwd  for  gold  cm  the  OMiiaent  beeeoM 
extraordinary,  as  un  eooh  OOOasSoiUI  it  always  does,  and  that,  in  eOMeqnence, 
it  hnd  risen  in  v:\liie.  The  other  maintained,  that  the  l)ank  pnpor,  which 
was  tiie  general  currency,  had  dcprociated  to  tho  extent  of  the  apparent 
difference  between  them.  Gold  was  quoted  occiisionaliy  as  high  as  Xi>  4*. 
—  the  usual  price  being  £3  17«.  lO^i;^.  per  ounce.  The  testimony  of  mer* 
obaate,  taken  before  the  .oonmittee,  deddedly  enetained  the  Tieva  of  the 
lint,  that  gold  had  riaen.  Bat  tfaoae  »bOb  like  Looke,  were  nnaUe  to  eepi^ 
tate  the  idea  of  money  from  gold  or  silrer,  concluded  that^  aa  ea  ennoe  ef 
gold  was  always  equal  to  itself,  it  must  always  be  of  the  same  value ;  and 
that,  as  a  pound  pterling  is  tho  ^unambiguous  name  of  a  certain  qnantUy 
of  coined  gold  or  silver,'  the  paper  must  have  depreciated,  as  the  gold  could 
not  rise  in  value.  No  force  of  argument,  no  array  of  facts,  could  move 
them  from  thie,  ae  they  regarded  it  impregnable  ground.  It  waa  ebowa 
that  other  artiolea  had  not,  like  gold,  riaen  in  oompariaoa  widi  paper;  that 
Bilver  bad  not;  and  that  parties  wore  in  constant  pursuit  of  the  gold  fev 
exportation.  AH  in  vain  ;  for,  in  the  view  of  the  bullionista,  a  pound  denoted 
a  certain  quantity  of  j^oM  ;  and  however  much  that  gold  mip;ht  be  in  de- 
mand, it  could  never  be  more  valuablo  than  itself.  Mr.  liuskiitson,  with  far 
more  knowledge  <tf  the  anbjeot  than  Ur.  Looke,  oould  not  eeeape  from  the 
blinding  effeote  of  thia  error.  He  waa  met  by  nnmerona  adveraariea,  who 
labored  under  other  errora  of  doolrine  or  faet»  whioh  left  the  qneation  aUU 
unsettled.  They  fought  the  battle,  indeed*  OH  afield  where  itoould  never 
be  determined.  The  very  fact  that  such  an  array  of  able  men  applied  their 
powerful  minds,  and  in  numerous  instances  great  practical  knowledge,  to 
the  solution  of  this  question  of  depreciation,  without  full  success  —  for  it  is 
Still  a  matter  of  oonteat— prorea  there  was  some  lurking  misapprebensioa 
in  the  minde  of  both  partiea^  whieh  kept  them  from  the  true  pmnt  of  the 
ooatroTeray.  The  meiohanta,  who  ooatended  that  gpld  bad  risen  in  Talue* 
and  that  the  bankniotee  bad  not  depreciated  to  the  extent  of  the  apparent 
difference  Itetween  paper  and  gold,  sustained  themselves  hy  an  appeal  to 
facts  which  would  have  been  irresistible,  except  to  those  who  could  not 
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oonoeive  of  a  dtftrmee  id  valae  between  n  poan4  tlnliBg  tmA  ft  MT«ftigii« 

between  twentj-one  shillings  nnd  a  gainea.  It  wn  amlest  to  array  fnct^ 
to  proTO  that  two  and  two  did  not  make  Ibar,  for  M  daar  at  tbafc  did  Ui« 
buUionists  conoeive  their  positiun  tu  be. 

*'In  the  jeart  1811  and  1812,  two  publications  appeared,  in  which  the 
doelfiM  of  wODtj  of  MOMnt»  nimuDad  AUtraot  OwniMias,  was  applied 
vHh  aadi  diatriaioalion  and  al«atMM  to  tbia  qa«otioB.<  No  veador  of 
Ihesc  works  can  fail  to  percei%'e  that  the  elements  introdooed  by  tban  into 
the  discussion  arc  indispensable  to  a  fair  understand! n;;  of  the  subject,  and 
especially  to  a  safe  solution.  It  was  shown  that  gold  had  rii^on,  and  that 
the  money  of  account,  which  continued  to  correspond  with  the  hank  paper, 
measured  that  rise  in  value.  As  soon  as  the  paper  ceased  to  bo  convertible 
into  gold,  it  oomd  to  flneUioto  in  voloo  with  gold,  and  booo»o  a  modiva 
of  ofofc>«y  or  owmboj*  of  vbloli  tbo  moiioj  of  MoooDt  woo  tbo  oipreo- 
tim»  Baft  «0  ooa  noittior  quote  from  the  okwe-troven  pages  of  Mr.  Wilson, 
nor  attempt  an  abstract,  as  he  fuUows  np  the  thread  of  fallacy  alleged  to 
run  throufrh  the  doctrines  and  argument!^  of  the  bullioniht.s  with  a  steady 
perseverance,  and  in  such  an  unbrukcn  chain,  that  it  in  dilhcult  to  detach  a 
link.  No  mind  open  to  the  truth,  and  sufficiently  disciplined  to  the  labor 
of  olow.  inmligatimi,  otn  voad  these  pagei  witbout  porooiTiog  thai  tho  doo- 
irino  of  on  abettaoi  aonoj  of  oooooni  Imw  found  on  odvoeato  few  woald 
Tenture  to  assail,  or  could  hope  to  ov ofoonie.  Wovo  BOtowora  that  any 
leply  to  Mr.  Wilson's  publications  ever  appeared. 

"  Wo  cannot  omit,  in  our  mention  of  thoso  who  have  supported  Ibe  true 
idea  of  a  money  of  account,  a  publication  which  appeared  in  Philadelphia, 
in  1832.'  In  this  pamphlet  tiie  whole  subject  is  ably  and  fully  handled, 
and,  at  a  nnglo  traatieo  on  thia  ral^oott  ia  mon  aaitod  for  popular  roading 
than  any  yot  poUiabod.  In  ■amniing  np  Ua  ooooUniono  at  page  6S,  ho 
byaitdown:  '  That  value  in  exchange  was  originally  altogether  compara- 
tive ;  one  article  being  compared  M-ith  another.  That,  to  enable  this  to  be 
done,  it  was  found  absolutely  necessary  to  assume  an  intennediato  imagi- 
nary point  of  comparison,  and  that  this  point  of  compariKun  is  to  be  found 
in  use  in  all  countries.'  lie  says  this  is  used  to  express  the  value  of  coin, 
aa  well  aa  of  other  oomaMditiea.  Ho  oenpareo  it  to  tho  aaanned  point  in 
algebra;  to  tho  imai^nary  peinto  of  tho  north  and  oonth  pcdea;  to  tho 
imagtnary  Hoe  which  is  drawn  for  the  meridian  ;  to  the  de<rrces  of  latttado 
and  longitude.  By  tbeee  lines  ships  are  goided  thooaands  of  miles  over  a 

*  "  Defoaes  of  Abatiaet  Cumncles  ia  reply  to  the  Bullion  Report  and  Mr.  HasUs- 
ioa:*'  By  Oloveester  Wilson,  Esq.,  F.R.B.  Loodoo,  1611.  "A  Farther  DeAanoeef 
Abstraet  Carreoetc8     Py  the  enmc.    1812.    Mr.  Wilson  was  »  barrisJcr. 

'  From  the  pn?5.«  of  .Ti  spcr  HnHing :  8to.  pp.  7<5.  The  coprright  is  rocnred  by 
Tbomafl  Smith.  The  pamphlet  is  otherwise  anoaymoos,  but  in  tbo  iBtroduction  the 
writsr  spseks  of  Unsdf  es  a  feieigBer.  Can  he  be  the  same  Thonws  BaSA  lAoee 
avriueaflMTbeoiy  ef  M«ac7webaTealnad7>etieedr  Ants,  aots^  (age  97. 
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trackless  ocean,  and  an  unerrlnf^  account  of  the  track  is  kept ;  nrtfl  few 
slnp-owncrs  would  be  williiii;  to  intrust  the  oarc  of  a  ship  to  a  master  who 
should  declare  that  he  would  take  no  charts  to  sea,  as  tbey  were  nothing 
but  imaginary  lines  drawn  upon  paper.' 

*'  Wo  find  a  ekar  txpnmuok  of  the  doetrine  of  money  of  saooont  in  a 
nport  made  to  Congrew  in  tlio  Masion  of  1830-1.  *  Natkma  generally  eeta* 
blish  a  measure  of  value,  fuundcd  upnn  an  ideal  unit  or  money  of  aceount 
and  contract.  Coins  rf"j;ulntod  in  conformit}-  to  this  standard  usually  com- 
pose tlic  metallic  currency,  and  they  are  f^cncrally  the  only  le^al  tender  in 
payuieuts.  The  stamp  set  upon  the  metal  is  tiie  soul  of  the  State,  certify- 
iDg  ofl  to  the  fineness  and  weight  of  the  coin ;  and  the  money  unit,  or  ita 
integral  parte  or  multiples,  being  exhilnted  in  every  coin,  ftdfitatee  enam»> 
cation,  ezehangos  and  paymente/  Ae. 

"  There  is  a  point  in  the  history  of  our  gofemment  firom  which  tbia  enb- 
jcct  can  be  studied  with  advantage.  The  subject  of  the  establishment  of  a 
mint  was  brought  to  the  notice  of  Congress  as  early  as  1782,  by  Robert 
MorriH,  'financier'  to  the  confederation,  in  a  report  pubmittfd  by  bini  on 
the  loth  of  January  of  that  year.  This  was  nut  acted  upon,  and  the  sub- 
ject vas  referred  to  Alexander  Hamilton,  Seeretary  of  the  Treaeory,  in 
April,  1790,  who  eubmitted  an  elaborate  report  on  the  28th  of  Jannarj, 
1701.  These  important  papers  are  accompanied  by  extended  notes  of  Mr. 
Jefferson,  as  they  ore  found  at  large  in  American  State  papers.  Vol.  vii.,  fol. 
cd.,  p.  01.  No  previouR  Poinn','n  of  any  importance  had  exi«tp<l  in  the 
colonies;  Spanish  mins  were  almost  the  only  kind  in  circuiatiun ;  an  <x- 
cessivc  derangement  in  the  money  of  account  in  the  diHorcnt  colonies  Lad 
Oflonmd;  and  tlw  fiuit  was  ooaMantly  exhibited  of  merobente  eonnting 
by  pounds,  shillings  and  penoe,  and  paying  in  Spanish  coins.  This  was 
felt  to  be  very  inoonvenient,  after  the  affairs  of  the  Revolution,  and  the  sub- 
ee(|oenc  intimate  connection  of  the  colonic?,  had  blended  their  business,  and 
incroa^ed  their  mutual  tr.ide.  The  desire  for  a  uniform  systctn  b*'eaino<icneral. 
It  is  evident,  from  the  whole  tenor  of  the  documents  last  referred  to,  that 
these  eminent  men  understood  clearly  enough  the  distinction  between  the 
money  of  aooonnt  and  money  in  eoins.  Mr.  Morris  denred  to  retain  the 
moneys  of  aooonnt  strictly  as  they  then  were,  and  eooght  a  nnit  for  the  con- 
templated coinage,  which  would  be  a  common  divisor  for  all.  This  divisor 
was  the  l-440th  part  of  a  dollar,  of  which  24  would  be  a  penny  of  Georgia, 
1.')  of  New  York  and  North  Carolina,  20  would  bo  a  penny  of  Virpnia  and 
New  Knajland,  and  IG  a  penny  of  Pennsylvanio,  &c.  His  coinage  was  to 
be  founded  on  this  minute  unit,  as  follows :  — 


*  Tfaeie  is,  in  en  this  Uliiib»tii»,  tli«  want  of  a  elwr  statraient  that  the  nnit  most 
have  an  aMcrtained  power  or  value,  derived  in  the  finl  instance  from  arti<iN  03ed  ae 
money,  and  from  that  fixed  by  lue  In  the  minds  of  the  people. 
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10  sniU  to  bo  c<|ual  to  one  peony* 
10  p«nco    **        "        one  bit. 
10  biu      "        **        one  duUor. 
10  doUan  **       one  crown. 

This  dollar  would  have  lieon  two-tliirda  of  tlie  Sjinnish  dnllnr.  Under  this 
coinage,  it  was  supposed  the  people  would  continue  ibeir  old  habit  of  count- 
ing an4  ettinating  by  pounds,  shillings  and  p<;nce,  and  that  the  new  coins 
wtrald  ba  vaload  ia  tha  aama  way  as  the  Spanish  coins  bad  long  been.  Mr. 
llotrie  understood  the  difficalty  with  which  people  changed  their  habita 
of  mental  reckoning  and  fixing  prices,  and  therefore  deemed  it  safer  to 
chnnpe  the  C'litif  tliiin  tlie  monoy  of  account  even  tl)Oup;h  the  fvstenis  in 
the  Bevernl  States  were  so  various.  Ilis  c<tins  \\(  lo  r,ot  only  to  he  |>;iid  as 
equivalents  in  value,  but  convenient,  in  small  traii.'^aetions,  as  counters  or 
assiatants  in  raefconing,  frpm  tbtir  dedfluil  anbdiftrion,  nod  from  carrying 
on  thmr  fiMW  evidence  of  weight  and  quality. 

"Mr.  Hamilton  expressly  recognises  the  distinction  between  the  unit  of 
the  money  of  account,  which  he  says,  is  '  the  poand  in  all  the  Stutc«,'  and 
tho  '  unit  of  the  coins,'  which  is  'not  80  easy  to  pronounce,'  but  whieh  ho 
coiisiilers  to  be  the  dollar,  lie  rcoomiiieiuis  the  adoption  of  the  dollar  aa 
the  unit  of  tho  coins  as  well  as  of  the  money  of  account,  the  more  especially 
as  the  people  were  prepared  for  it  by  the  circulation  of  the  Spanish  coins, 
and  by  many  of  the  financial  operaticna  of  the  Berolotion.  Mr.  Jeflbrson 
coincided  with  the  Secretary  of  the  Treasury,  and  recommended  the  adop> 
tion  of  the  dollar  unit,  and  tho  coins  issued  ever  since.  'A  required  condi- 
tion of  the  unit  is,  that  its  multiples  and  subdivisions  coincide  in  value  with 
some  of  tho  known  coins  so  nearly,  that  the  yir>nyde  may,  by  a  qiiirk  irter- 
ence  in  the  mind,  esfimafe  ihcir  vuliir:  and,  if  tiii'^  bo  not  attended  to,  they 
will  be  very  long  in  adopting  the  innovation,  if  ever  they  adopt  it.' — 'Am. 
Stale  I'aj).,  Finance  *  vol.  rii.,  p.  105,  *  The  unit  or  dollar  is  a  known  coin* 
and  the  moat  familiar  of  all  to  tho  minds  of  the  people.  It  is  already 
adopted,  from  North  to  South,  and  therefore  offers  itself  as  a  unit  already 
introduced.  Our  public  debt,  our  requisitions  and  their  apportionments, 
have  given  it  actual  and  long  possession  of  the  place  of  unit.'  —  ^lOid,  Fir 
nance,'  vol.  iii.,  p. 

"These  valuable  papers  clearly  recognise  the  distinction  between  the 
functions  of  a  money  of  aoeonnt  and  a  coinage,  though,  in  many  respects, 
there  is  a  want  of  that  precision  in  their  riews,  which  nothing  but  a  long 
familiarity  with  the  subject  could  give.  Ilamilton  and  Jefferson  seem  to 

take  it  for  granted  that  tho  coins  should  correspond  with  tho  unit  of  account. 
Morris  did  nnt  deem  that  nrces?ary,  because,  undou>)tr']ly,  he  understood 
the  matter  better  than  either  of  them.  For  want  of  ktiowing  more,  how- 
CTcr,  his  plan  was  certainly  inferior,  on  tho  whole,  to  that  they  proposed. 
It  would  have  been  a  happy  time  to  adopt  a  coinage  recommended  since 
and  before,  by  many  eminent  men.  The  standard  of  quality  being  Used, 
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the  precious  metals  to  be  coined  into  Troy  pounds  nnd  decimal  parts  of  a 
pound,  ounces  and  parta  of  an  ounce,  and  the  dollar  beinj^  adopted  as  the 
unit  of  account,  with  a  decimal  subdivision,  these  pioees  of  the  precious 
metals  would  be  readily  valued  in  this  inooey,  following  all  the&c  iiuctua^ 
tbu.  A  ooiuga  iotMided  specially  fiw  somU  ftnimalioM  «f  halMoUMi 
and  aador,  vmU  h»v«  bean  adfiMbla  to  1w  a  kfal  teadtr.  Ml  bajond  tea 
dollars.  TIm  UmI  thai  tht  kgil  toader  of  gold  or  ailm»  la  ktge  tnatae- 
tions,  is  a  very  rare  occurrence  —  few  people  having  ever  seen  it  resorted 
to  —  shows  that  it  sliould  not  bo  the  rule,  but  the  subject  of  exceptional 
re^iiliitiiiu.  Tlie  precidus  luetalH  liiidin^  tln'ir  value  according  to  the  mar- 
ket, cuuld  not  dittiurb  the  steadfastness  of  the  unit  of  account,  which  would 
perfectly  register  and  tsptan  tftrj  ^arialioa  aa  Ibeia." 


III. 

EXTEAGT8 

lYoM  an  Ariide,  by  the  Author  of  this  Volume,  in  "Huni't  MerehanUf 

Magazine^"  oj  Aprils  1852. 

MONIT  or  AOOOVKT— ITB  KATUBB  AND  rVNOTIONS. 

"  WiiEV  an  Enfrlishman  Tisits  the  continent,  he  carries  in  bis  mind  his 
own  money  of  account,  and  by  its  aid  values  every  coin  ho  meets ;  he  ex- 
presses that  value  in  the  terms  which  are  most  familiar  to  him :  thus  the 
foreign  price  of  every  artiele  can  only  be  realised  when  mentally  tamed  into 
IKNinda,  ahiUiags  aad  paaoe.  The  foreif^n  ooina  be  oarriea  in  his  iMMkel 
are  att  neaaared  in  thai  way,  and  it  will  reqoire  a  loog  faailiarily  wMi 
ftniga  prioea  before  he  ean  think  in  any  money  of  account  but  his  own. 
The  mental  operati'm  is  piniilnr  to  \vh;it  lie  uses  in  learning  to  speak  a 
foreign  language;  ho  thinks  first  in  his  own  what  he  mny  express  after- 
wards in  a  foreit:;n  tongue.  If  the  English  truvellt;r  is  fiimiliar  with  the 
home  prices  of  articles  submitted  to  him  abroad,  ho  will,  without  hesitation, 
annex  prioea  to  all  the  foreign  gooda  he  sees  in  Engliah  money  of  aeooaat 
He  deea  oolk  in  thia  iaataaoe,  nee  hie  doneatie  ooina  aa  a  meaanre  of  valae; 
the  operatioB  of  fixing  such  prices  is  not  a  comparison  of  his  domestic 
ooina  widi  the  foreign  gooda ;  it  ia  the  expression  of  thefar  valve  in  En^iah 
money  of  account. 

"During  the  tini*'  of  the  suspension  of  payments  by  the  Bank  of  Eng- 
land, between  1797  and  1822,  such  was  the  demand  fur  gold  on  the  conti- 
nent, for  army  purposes,  that  it  beeame,  for  moot  of  that  period,  merely  an 
article  of  eonMnOTae,  te  great  demand  for  espott*"  .  .  • 

It  rnnat  ha  parfoetlj  plain  to  thoae  who  are  fomiliar  with  the  hiatoij 
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of  that  p«riod,  that  if  er«rj  eoSn  of  goM  and  tXhm  had  been  ewopt  bj  tlM 
foreI{;n  demand  from  that  conntrj,  the  peoplft  voold  not  the  h»s  hnve  con- 
tinucd  to  tranRAct  their  bastnc8S  and  make  payments  in  pounds,  8hiHinga 
and  pence.  So  tbej  would  have  done,  also,  if  platina  had  been  introduced 
aa  a  medium  of  payment.  A  whole  generation  of  men  came  into  buaineas 
dniag  thb  nvptniOB,  nho  irera  not  fiianfiawitfa  etina.  mod  aaldon  «T«i 
■Mr  •  gaiflM  or  a  aofweign  ;  yet  they  nevtr  had  any  difiealty  hi  hajiai^ 
and  aelHiig  bj  pomidi,  abUfingi  and  ponoa.  Did  tbay,  m  ofofy  Snttanos^ 
use  coin  ns  their  measure  of  taloef 

•*  Dues  the  a  -tivf^  salesman,  who  is  conttnaally  naminp;  prices  from  morn- 
ing to  night,  cany  the  iraaf^e  of  the  silver  dollar  in  his  mental  %'iBion  all  the 
time  f  Suppose,  when  he  pronounces  the  price  of  a  bale  of  goods  to  be  two 
hundred  dollars,  that  amount  of  silver  coins  were  thrown  before  his  asto 
viabad  Tiaioii,  ba  wmld  ba  Tery  apt  to  say:  *Curj  tham  to  tho  haok  or  tba 
bvakar ;  I  am  no  jadge  of  aoiaa ;  tboj  nay  ba  too  light»  or  (hey  may  ba 
oonoterfeit,  for  aa|^t  I  bnoir.'  The  purchaser  may  reply :  '  Take  them  by 
weight,  and  return  any  tlmt  may  be  condemned  as  false  coins.'  lint  tho 
answer  would  be,  in  almost  every  such  instance:  '  I  know  not  the  value  of 
a  pound,  ounce,  pennyweight,  or  grain  of  tsilver.'  I>id  this  merchant  niea< 
anra  the  Talne  of  his  goods  by  ooins  ?  Let  us  suppose  thU  lot  of  miscclla- 
Mooa  ooisa  to  bo  oarried  to  the  eooDtar  of  a  deaW  In  the  proeioaa  asetala; 
it  will  bo  iflunediately  inspeeted,  olaaaed  and  valaed  in  do]lac%  proeiaelyaa 
tba  asarebant  valued  bia  gooda*  SoKia  delhv  ooiaa  auiy  be  worth  one  dol- 
lar,  and  one,  two  or  three  cents:  snme  worth  one,  two  or  three  cents  less 
than  ft  dollar:  the  various  classes  into  which  they  may  be  assorted  will  be 
separately  valued,  and  the  whole  being  added  together  will  make  tlie  aum 
vhieh  tba  biokar  ia  willing  to  give  for  tba  lot  It  la  aoon  eold  and  paid  for 
by  a  obaek  on  tba  bank,  wbieb  paya  tho  aiarebaat  for  hia  gooda.  Now, 
waa  not  thia  pareel  of  coins  valued  in  the  same  way  as  tba  box  of  ptintib 
and  were  not  both  equally  indebted  to  the  efficiency  of  the  money  of  acoountt 

*'If  it  \n'  alleijed  that  tho  merchant  and  broker  had  each  a  rofcrence,  in 
their  uiiuds,  fur  the  purpose  of  expressing  their  several  valuations,  to  per- 
fect dollars,  wo  ask  bow  they  could  thus  carry  the  idea  of  a  dollar  so  per- 
fectly aa  to  oxoaad  in  aoonnay  the  oxdiaary  ooine  of  oireulation.  If  men 
can  carry  the  value  of  tba  pwfeot  ooin  in  thehr  BBinda»  then  that  ia  what  la 
oalled  '  imaf^nary  money,'  or  money  of  aoooont,  by  the  Gambiat. 

**Takc  another  case  of  a  bale  of  goods,  priced,  sold,  and  paid  for,  in  what 
appear  to  be  new  and  perfect  dolhirs.  It  would  be  said,  by  those  who  take 
that  view  of  tlie  subject,  that  the  value  of  the  goods  was  measured  by  the 
coins  which  were  used,  as  an  equivalent  in  paying  (or  them.  But  the  coins 
are  all  oonnterfeit,  ao  perfoet  that  they  ciroalate  a  loi^  time,  perfurm- 
ing  all  the  fonotiona  of  money,  without  ii^nry  or  loaa  to  any  one  exeept 
tboae  in  whooa  bands  the  false  coins  are  at  last  detected.  In  diia  inatanea^ 
creiy  arlaola  paid  for  in  theaa  ooina  would  have  bean  vaked  in  folaa  money} 
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.  ftnd  as  every  dollar  might  have  been  paid  a  hnndrttd  timet  wittoat  injorj 

to  any  except  the  last  hctM^r.  tho  rr\th*^r  strnn»e  conrln<?ion  must  bo  drawn, 
that  false  coln«  arc  oquallv  cflu  ii  iit  in  nioasurinp;  value  with  the  {r<'nnine. 
Tliis  will  hanliy  be  admitted,  and  we  are  driven  to  tho  conclusion  that  it  is 
the  ideal  dollar  of  our  money  of  aeeount— the  ralae  of  oar  money  unit 
clearly  oodentood  and  tfrmly  settled  in  the  minde  of  the  people — that  !e. 
.nppUed  without  heeitaUon  at  all  timet,  and  by  everybody,  to  meatnre  the 
value  of  every  article  of  tale,  or  toteeptible  of  valuation,  whether  gooda, 
coins  or  bullion. 

"Our  aneest  irs  brouj^ht  with  them  to  America  tlu^  Kncrlish  money  of 
account,  and  their  posterity  continued  thus  to  employ  it  until  the  present 
system  was  adopted  by  our  government  after  the  iRevolutioo.  But  a  money 
of  aeeoani  caunot,  even  by  legislative  anthort^,  be  created  nor  destroyed 
in  a  day.  Tho  Ebglith  money  of  aeoount  maintained  it*  anprenaoy  in 
terms,  tliou;;h  greatly  changed  in  eignlfi -ntlon,  through  a  long  period.  « 
although  almost  the  only  coins  in  circulation  wore  Sjiani'-h  dollars,  and 
halves,  quarters,  eighths,  and  sixteenths."  —  "It  is  yot  partially  used  in  tho 
interior  of  Virginia,  South  Carolina,  and  perhaps  MjuKsaehusotts,  In  New 
York  tho  term  shilling  holds  its  ground  generally  to  this  day,  owing,  in 
port,  to  the  ibilltng  there  correspunding  in  value  with  tho  Spanish  eighth 
of  a  dollar.  These  colonial  denominationt  varied  so  maeh,  that  in  Massif 
clms'  tts  a  halMollar  coin  was  valood  at  three  shillings;  in  New  York,  at 
four  KhilHngs  :  and  in  Pennsylvania,  at  three  shillings  and  ninepenco.  A 
merchant  of  the  last-name<l  State  was,  sixty  yenrs  sinee,  jnst  as  prompt  in 
affixing  prices  to  his  p:i>r>ds  as  nne  of  the  pn-sent  day  ;  the  fornior  could 
employ  the  Penusyivania  currency  just  as  readily  as  he  of  this  day  uses 
dollars  and  cents.  Tho  former  had  in  his  mind  no  com  corresponding  with 
hM  pound,  hia  thiUiitgt  or  his  jwnny.  There  was  no  such  ooint  nor  could 
.  be  have  in  his  mind,  as  the  measure  of  value,  any  corresponding  weight  of 
tUver  or  gold,  because  very  few  indeed  knew  the  value  of  either  metal  by 
weight.  It  is  impossible  to  think  or  say  that  the  merchants  of  that  day 
measured  or  estiniat<3d  tho  value  of  their  gitods  by  mental  or  aetual  refer- 
ence to  coins,  for  there  was  then  none  such,  and  never  had  been.  This 
cokmiat  money  of  aooonnt  was  a  purely  ideal  scale,  the  power  or  value  of 
whieb  was  fixed  in  the  minds,  and  its  nse  in  the  habits  of  people.  What 
was  so  long  trae  of  our  colonial  currency,  it  to  this  day  true  of  the  Cana- 
dian money  of  account,  which  hat  »t>  corresponding  coin  —  the  British  shil- 
lings, and  S[  I'.nish  and  American  coins  cireulatiiig  there,  not  corresponding 
with  tlieir  money  unit.  It  is  worlfiv  nf  remark,  too,  that  the  French  popu- 
lation of  Canada  still  preserve  the  money  uf  account  which  tlieir  aneestora 
brought  over  with  them,  and  which  has  long  been  oat  of  uso  in  France, 
namely,  ItVret,  sous  and  deniert.  There  have  been  no  coins  corresponding 
with  this  unit  and  its  parts  to  keep  up  the  memory  of  this  money  of  acoonnt, 
to  confirm  ito  ote^  or  to  oxplaia  its  meaning. 
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•'It  would  lift  endless  to  bring  illustrations  of  our  menninflj  from  the 
aiODevH  of  iiOLuutit  of  Kurope  and  Afiu,  a-*  *!Vi  ry  c<uintry  uln  :  !■  industry 
kaa  ilouri&hed,  ur  coujuicroe  been  active,  fui:ui»bcs  proof  thai  ilic  same 
bftbik  of  coDverting  the  denominatioiM  of  coiiM  into  a  montal  icalo^  for  con* 
puring  and  eipraMing  Tolues,  prerails  evocjirbere — in  China  and  Persia, 
and  the  East  Indiet— equally  as  in  the  more  oiviliaed  nations  of  Europe, 
China  has  no  coinage,  and  gold  and  silvi*  are  there  sold  oonstantly  at  their 
market  value,  and  weighed  out  in  payments,  the  amounts  of  which  are* 
expressed  in  tbe  money  of  account. 

"  But  we  need  not  continue  those  details  further,  at  tliis  Htape  of  our  in« 
quir^'.  It  18  proper  to  bay  that  we  do  not  bring  forward  this  use  of  the 
money  of  aoeount  as  a  tiandard  ^  ralue^  or  as  vhat  some  have  ealled  nn 
oAifrad  currMuy.  It  is  no  standard  of  valn^  nor  is  it  a  standard  of  any 
kind;  nor  can  it,  without  an  abuse  of  tenna,  be  ealled  a  currency.  Ita  oso 
aaikber  dispsnsea  with  a  atandaid  of  coinage,  nor  with  dericea  for  payment^ 
in<)titutioTi5  of  credit,  ror  a  paper  currency.  It  ii  the  popular  tlpreasion 
of  value.    Coinage  furnishes  the  legal  equivalent. 

*' A  money  of  account,  well  established  in  the  habits  and  minds  of  the 
people,  is  a  thing  of  slow  growth,  and  cannot,  therefore,  be  created  by  law. 
'  Our  National  Legialatura  enacted  that  the  dollar  should  bo  the  unit  of  our 
money  of  acoonnt,  and  immediately  th«  public  aocounta  wera  translated 
Into  dollar;;  and  cents;  but  many  years  elapsed  before  dollars  and  cent.s  be- 
came, in  fact,  the  money  of  account  —  the  popular  moasiirc,  or  scale  of 
value,  in  the  sense  in  which  we  use  the  terra.  If  Congress  were,  Lv  another 
act,  tu  require  that  all  business  should  be  transacted  in  francs  and  centimcfl, 
it  would  require  nearly  half  a  century  to  make  the  change  in  tbe  minds  of 
the  people.  So  far  as  legulation  is  concerned,  such  a  change  could  be 
made  in  a  day ;  but  long  familiarity  with  the  terma,  in  all  the  circles  of  in- 
dustry and  the  avenues  of  trade,  can  only  establish  the  predse  power  and 
force  of  these  terms  in  tlio  mind,-,  nf  the  ma85<e<«. 

*'  If  wc  reflect  that  the  annual  product  of  our  industry,  agricultural  and 
manufacturing,  in  the  United  States,  exceeds  three  thou.sand  million?  in 
value,  and  that,  on  the  average,  tlieae  products  are  sold  many  tinxr.-i,  and 
tiiAt  thia  mighty  masa  of  Talnablea  is,  to  its  whole  extent  and  In  all  its  parts , 
put  at  prices  fixed  in  our  money  of  account,  and  that  an  incessant  raloation 
is  ^i)ing  on  in  the  infinite  operationa  of  trade  and  indoatry,  we  must  admit 
that  anything  which  introduces  confu!>!on  into  8uch  an  ioiuiensity  of  busi- 
ness must  be  an  iuoalcnlable  evil.  It  falls  far  short  of  the  reality,  if  we  esti- 
nuito  the  succcsnivc  valuations  or  prices  fixed  <»n  goods  sold  and  unsold 
every  month,  in  tho  United  States,  at  over  a  tiiousaud  noiliions.  A  mis- 
take of  one  per  cent  on  this  vast  aum  would  be  a  distnrbaaoe  on  the  whole 
to  the  extent  of  ten  millions.  If  our  goremasent  were  to  require  na  hence* 
forth  to  keep  our  accounts  in  franca  and  eentinMs,  making  no  other  chaagf 
in  our  money  system,  the  disturbance  emiad  would  he  a  anttar  ef  ineott» 
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venience,  the  nmoiint  of  which  must  be  measured  by  the  immense  tmnsric- 
tiona  it  would  i\ffect,  and  the  necessity  of  converting  such  nn  infuiity  of 
Bums  of  money  from  dollars  into  franet).  But  the  change  would  not  be  con- 
fined to  mere  inoonvmienea,  for  mftoy  of  tbo  iguonuit,  tbe  dall,  wd  tbo 
oQWftry  wonUt  boeoOM  tho  pny  of  the  dengeing  and  orsfty.  Thoro  oftn, 
of  ooatao,  be  no  adequate  estimatton  of  the  nioeliiela  lAich  such  a  change 
of  our  mooflj  ami  would  infliofc;  and  surely  nothing  can  justify  such  leps- 
lation,  except  greater  evils  were  threatened  from  the  other  "uln.  The 
grounds  of  our  national  adoption  of  tbe  dollar  unit  \vcre  not  merely  its  con- 
venience and  superiority  ;  for,  stron;^  as  are  tlie^e  reasons,  they  might  have 
failed  to  overcome  the  opposition  to  a  chango ;  it  was  the  neeeositj  of  bar- 
Monising  tbe  diffmneea  of  tbe  money  of  tbe  eereral  Statoe»  wbieb  made 
the  adoption  of  a  new  vait,  wbieb  ehoald  be  eommon  to  all  the  Sfeatee,  a 
matter  of  inperative  obligation.  And  the  free  comnioateeAioo  among  tba 
Stftt^??,  with  different  modes  of  computation,  having  amonj?  them  the  same 
legal  money  unit,  was  what  efficaciously  hastened  a  comploto  conipli:niee 
with  the  law.  The  new  money  of  account  was  a  language  into  which  all 
the  varying  languages  of  computation  could  be  translated.  When  men  of 
Maaaaebveetta  and  Pennaylvania  were  acoonatbg  together,  iaataad  of  a 
mutoal  tranefer  of  their  aoeonnta  Into  their  reapeotive  enrreneiei^  they  were 
both  changed  into  federal  money,  and  thus  adjoatad.  The  neoeaalfyoC 
doing  this  constantly,  among  those  residing  in  different  States,  greatly 
assisted  and  ha'^tetied  that  otherwise  slow  process  of  displacing  one  money 
of  account  by  another.  The  inconvenience  was  less  felt  and  complained  of, 
because  it  was  really  not  ao  great  as  thai  wliich  they  endured  under  the  old 
^farallad  ayateau. 

JOtMurboHoe    ike  Money  of  AeamtU     open  md  ijf  eontealcd  aUaekr, 

**  Bnk  if  the  ebanga  of  a  OMMwy  nniti  mider  tbe  most  fivrarablo  eirenm- 
ataaces,  and  for  the  strongest  reaaona,  la  prodoctive  of  so  moeh  inconve- 
nience to  all,  and  risk  of  imposition  upon  the  unskilful  and  unwary,  what 
must  be  the  effect  where  the  change  is  not  merely  from  one  unit  to  another, 
but  a  concealed  or  unseen  attack  upon  the  unit  itself?  what  the  effect, 
if  laanhing  from  tbe  enforeement  of  aneh  regulations,  as  tend  to 
change  tba  inlne  of  tbe  nnit,  and  produoe  eonlboion  in  regard  to  it  in  the 
minda  of  tfaoae  emplojing  itt  Jnatueaa  of  tbb  kind  of  ebanga  are  bat 
too  fiimiliar  to  raadata  of  the  hiatoriea  of  Xnropean  countriea,  in  the  ftanda 
perpptratcd  by  mistaken  or  unscrupulous  rulers,  in  the  successive  debase- 
ments of  the  current  coins.  In  England  this  has  been  done  until  the  cquivBp 
lent  of  the  money  unit  five  hundred  years  ago,  and  that  of  the  present  day, 
ie  as  thirty-two  to  ninety-nine:  they  coined  originally,  including  the  alloy, 
£1  le.  4«L  from  a  ponnd  of  aUrw;  ainoo  1816,  they  ealn  iS3  6a.  from  thai 
qnantByofoiWer.  la  Pimnia,  tfan  debaaamMit  baa  proeaadM  ao  frr  aa  tha 
atoof  oafwlytooM.  Tba  airili  nnd  laaaaa  inttoted  npon  tbe  laapaaMia 
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countries  in  which  these  abuses  were  practised  cau  never  bo  adequatclj 
ettimatod.  UeMiired  bj  the  mere  ineonveiueiiee  ik^j  imposed,  grest  ee 
tbftt  WM,  BO  jntt  idea  of  the  niechief  eould  be  ittaiaed.  A  moh  eotieel 
eitiBMite  maj  be  drawn  from  tiie  criea  of  diitma  ^mhkh  came  from  all 
quarters  on  the  occasion  of  these  deLasemcnts.  Votnmee  might  be  filled 
■with  the  coDipInints  caused  by  the  iniquities  of  this  process  of  (iclmsompnt. 
In  France  a  heavy  tax  was  agreed  to  he  paid  on  condition  the  coiri:ige  was 
permitted  to  remain  undisturbed.  It  is  true  that,  in  the  perio'iswhen  these 
debasements  were  most  resorted  to  as  a  means  of  raising  money,  neither 
ralera  nor  sulyects  fully  ondera|ood  the  true  nature  of  the  erilt  although  ite 
results  were  felt  by  those  whom  they  affected,  so  as  to  leave  no  doubt  about 
the  ii^jory.  The  functions  of  a  money  of  account  were  not  known,  as  tliey 
are  not  suflBciently  appreciated  even  to  this  time.  The  whole  of  the  mis- 
chief was,  in  those  cases,  imputed  to  the  change  of  the  coinaj^e,  because 
that  was  the  occasion.  No  debasement,  howavcr  great  or  well  managed, 
could  much  injure  tiiuse  who  were  knowing  enough  to  detect  the  fraud,  or 
In  a  position  to  discover  it.  They  oonid  readily  pereeive  that  the  new 
coin  which  purported  to  be  a  shilling,  and  which  the  authorities  required 
to  be  so  called,  was  in  fact  worth  only  ten  pence ;  and  they  could  take  their 
precautions  accordingly.  But  the  mass  of  the  people,  who  could  not  di^ 
tinguish  the  shilling;  of  their  money  of  accotint  from  n  sliilling  coin,  would 
continue  to  count,  and  fix  their  prices,  and  make  their  sales  in  the  usual 
shilling  of  account,  and  receive  payment  in  the  debased  coin.  Their  eyes 
would  only  be  opened. after  the  Aniud  was  complete,  and  after  the  perpe- 
trators bad  extracted  a  large  sum  from  the  public;  and  after  merchants 
and  bankers,  shrewd  enough  and  unscrupulous  enough  to  avail  themselvee 
of  the  opportunity,  had  levied  a  tenfold  larger  sum.  This  process  of  break- 
ing op  or  destroying  a  money  of  account  is  one  of  fraud  and  misconception, 
where  all  parties  to  a  transaction  arc  ignorant  of  what  has  l)Pcn  done;  they 
speak  in  one  language — the  law,  under  which  they  act,  speaks  in  another; 
they  make  their  prices  by  one  scale— the  law  exacts  payment  by  another. 
Where,  as  wouU  soon  bo  extensively  the  case,  one  party  comprehended  the 
change,  and  the  other  did  not,  a  direct  advantage  could  be  taken  to  the 
extent  of  the  depreciation.  Such  debasements  destroyed  the  money  of 
account,  because  the  base  coin  was  made  a  legal  tender  for  its  nnmina! 
amount  of  valuation  in  the  money  of  account.  The  ignorant  and  unwary 
were  therefore  preyed  upon  until  the  extent  of  their  losses  finally  opened 
their  eyes,  and  the  speculation  becmne  no  longer  available.  The  prices  of 
all  articTes  would  become  enhonced  to  the  amount  of  the  debasement,  and , 
that  being  the  case,  a  new  money  of  account  woold  gmdnally  be  established, 
as  habit  rendered  the  new  unit  familiar.  It  must  not  be  overlooked,  that 
the  success  of  this  kind  of  fraud  depended  on  the  fact  that  the  money  unit 
in  use,  where  the  fraud  was  attempted,  was  so  firmly  fixed  in  the  minds  of 
the  people,  that  they  would  continue  to  compute  by  it  after  the  alteration 
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in  the  T&lae  of  the  coin.  The  raoeew  of  the  fnod  troald  eome  to  an  ond 
u  tut  as  Hie  new  money  of  aeeonnt  replaoed  the  old  one.  The  law  which 

made  tlic  debased  coin  a  tender  at  its  former  value  wooM  coase  to  be  effec- 
tive vrhcn  all  prices  were  fixed  by  the  ndvr  scale.  It  is  well  known  tbnt 
men  of  laisines-^  liad  such  a  dread  of  the  confusion,  trouble  and  loss  ensuing; 
trutn  ;i  deba.s(>ment,  that  they  Stood  aghast  at  the  prospect  or  mere  suHpiuion 
of  aucb  an  event.' 

EJeti  of  a  change  in  the  value  of  the  pneiom  MdaU  on  ike  Money  of  Jctount 
^Law  of  legal  lender -^Ikpneiatipn  of  Paper  Currency, 

**  There  is  ttmrtheir  way  in  which  a  monetary  unit  may  be  changed,  whioh 
it  is  important  to  consider,  and  that  is,  by  a  change  in  the  Talae  of  the  pro* 
cioos  metals  of  which  the  coins  most  in  use  are  composed.  It  is  by  no 
means  a  necessary  coosequenee ;  but  unlcis  the  daagw  is  seen,  and  precnu* 
tions  taken,  there  is  always  liaiard  of  tbo  money  of  account  being  disturbed 
where  tin'  ordinary  coins  >)(  circulation  cban^^e  their  value  gradually,  and 
from  causes  nut  geueraUy  appreciated.  This  danger  is  always  greater  whcro 
the  name  of  the  money  onit  is  the  same  with  that  of  the  chief  coin— as  in  the 
case  of  onr  two  coins,  gold  and  siker,  each  called  a  dollar.  If  the  silver  in  a 
dollar  coin  should  depreciate  by  degrees  imperceptible  to  the  mass  of  men, 
the  unit  would  alter  by  a  change  following;  a  lun;;  interval  from  thsd^ 
precialion.  Durin;;  this  time  a  harvest  of  profit  would  accrue  to  those  who 
were  f^linnvd  cnou;;h  to  perceive  the  alteration,  and  fortunate  enough  to  bo 
in  a  position  to  avail  themselves  of  it.  Its  opcratnon  would  of  course  be 
very  uner|ual ;  tiio  advanta^^e  and  dii>advantage  to  some  might  be  equal; 
many  might  snffer  severely  without  nnderstanding  the  reason;  and  some 
might  be  profited  without  knowing  how.  The  whole  mass  of  transactions 
occurring  within  the  range  of  this  depreciation,  the  prices  fixed  upon  all 
commodities  for  sale,  the  contracts  of  sale,  the  actual  payments  in  coin,  the 
whole  position  of  debtors  and  creditors,  their  books  of  ai^c  nint,  oviilonccs  of 
debt  and  securities  of  credit,  would  V)0  more  or  less  alTccted.  J  here  could 
bo  no  certainty  that  the  parties  to  tlieso  transactions  perfectly  understood 
each  other.  It  might  very  frt^ocutiy  be  a  matter  of  accident  or  ehaaee  on 
whose  side  the  advantage  would  fall ;  but  it  would  be  very  certain  thai 
those  who  understood  the  process  of  depreciation  would  have  power  to  turn 
the  whole  event  very  greatly  to  their  profit 

""We  fay  that  the  money  unit  would  suffer  even  wlioro  it  did  not  corre- 
spond in  Tiamo  with  any  coin  ;  wo  mean,  of  course,  where  there  is  a  fixed 
price  on  tiie  precious  metals,  and  a  law  of  legal  tender.  Wherever  neither 
of  disse  circumstances  exists,  as  in  China,  whers  i^reat  fluctuations  in  tha 
value  of  gold  and  silver  occur,  there  such  changes  have  no  effect  whatever 

'  i^c'ji  tbo  noit  st  page  85,  **  SnsUIng  on  the  Coins  of  Great  Britain,  FrooM^  sad 
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fipon  the  moaej  of  ampank  lo  China,  tbo  nlm  of  ((pid  and  silm  eaii 
alwaj[8,  in  any  Tariation,  ba  ezpranad  an  lalft,  wuue,  etutdarmu  and  emA; 

Mid  80  in  En;;Iand,  if  the  statute  making  goldalegnl  tender  at  iE3  17s.  lOld. 
vrcrc  fpcalod,  the  value  uf  i^ilj  cuuld  be  expressed  under  any  possible  de- 
gree of  variation  in  pounds,  shillings  and  ]iencc.  So,  if  our  law  making 
guld  a  legal  tender  were  repealed,  wo  should  have  no  difficulty  in  express- 
inp;  itH  value  in  dollars  and  cents,  at  any  possible  depreciation  to  which  it 
might  deaeend  nndar  the  effect  of  the  influx  of  that  metal  from  California 
or  Anetralia.  Bnt  when  the  law  oompela  men  to  take  gold  at  a  fixed  Talne, 
and  coioR  are  iesued  in  gold  wBioh  are  made  a  legal  tender  at  one  dollar, 
fire,  ten,  and  tiTenty  dollars,  the  mass  of  men  will  bo  slow  to  perceive  any 
dopret  iation  of  a  coin  which  the  law  holds  at  the  same  valuo.  They  can 
only  discover  tho  chanj;o  by  a  long  proc<'s-<  of  selling  at  the  old  value,  and 
being  paid  in  the  new;  whilst  very  ft  w  will  enjoy  the  equivalent  advan- 
tage of  buying  by  the  old  Male,  and  paying  by  the  new, 

**  The  nnit  of  valoation  may  be  disknrbed  and  deetroyed  by  the  de|>recia- 
ticn  of  a  paper  enrrmi^  which  enjoys  the  whole  circulation  of  a  country. 
If  such  a  currency  is  once  established  in  the  confidence  of  a  community,  so 
as  to  be  received  in  all  business  transactions  at  par  witli  the  unit,  or  na 
ecjuivalent  to  coins  of  known  value,  it  may  detrea.se  by  such  impcri-eptlhle 
degrees,  and  from  such  unseen  causes,  as  gradually  to  cause  a  general  rise 
of  prices  eorresponding  to  Ae  atage  of  depreeiation.  This  of  oonrse,  de- 
atnrfo  that  money  of  aeeoont,  and  gradnally  enbatiUites  another;  but  the 
process  is  fraught  with  all  the  mischieft  and  oonfasion  attendant  npon  n 
change  in  the  value  of  gold  and  silver. 

"Tlii-<  was  that  wljit-h  was  alleged  to  have  taken  place  in  England  in  the 
period  of  suspension  uf  payments  by  the  bank  between  ISOO  and  1815, 
when  at  one  time,  as  we  have  already  mentioned,  gold  reached  the  very 
high  price  of  £5  4s.  And  it  is  still  nrged  by  some  in  that  country,  that  no 
more  u^ost  nor  impolitie  Isolation  ever  took  place  than  that  which 
rsitorcd  the  unit  of  acoonat  to  its  original  place  compared  with  gold.  Bnt 
the  very  heated  controversy  -which  took  place  within  the  period  above-men- 
tioned, is  one  of  those  in  which  the  calm  observer  of  later  day?,  looking 
through  a  less  projudiced  medium,  can  clearly  perceive  that  there  was 
much  truth  and  error  on  both  sides  ;  and  that  their  differences  were  of  a 
nature  that  no  element  employed  in  their  disenssicQ  eoald  enable  them 
properly  to  reconcile  or  determine  tlie  preponderance.  No  doubt  there 
was  some  depredntion  of  the  paper  of  the  Bank  of  England,  but  not  by  any 
means  eorresponding  to  the  price  of  gold,  the  demand  for  which  was  in- 
creased, owinc  to  many  ppociiil  causes,  but  chiefly  to  the  wars  raging  on 
the  continent.  After  the  battle  of  Waterloo,  as  the  affairs  of  the  continent 
gradually  resumed  a  state  of  quiet,  gold  fell  by  degrees  to  its  average  mar- 
ket rates. 

**If  the  strenootis  eflbrts  trhich  were  put  Ibtth  al  the  period  of  this  oon- 
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IroTersy  had  been  in  part  directed  to  preserve  the  money  of  aocoont  intact, 

ratlipr  than  to  an  angry  nn<\  excited  dis(ni«sinn  upon  the  question  whether 
p^old  had  ripon  or  bat)k-nLi[e3  had  falli  ii  in  value,  more  light  would  have 
been  shed  upon  ilie  subject,  aud  moru  real  good  accoinpliabcd.  The  publi- 
cations  of  this  period,  and  the  Parliamentary  reports,  form  the  moet  falnoi* 
ble  mine  of  iutmetion  on  liie  enlgeei  of  money  and  eredit  anywhere 
extant^  but  far  too  Tolominona  to  be  more  than  merely  reteed  to  in  thia 
connexion. 

"The  money  unit  of  the  American  colonies  was  destroyed  and  diversified 
by  a  procosa  the  opposite  of  the  depreciation  of  the  coin.  The  long  con- 
tinuaiiuc  of  an  unfavorable  exchange  with  EDgUind  ia  most  of  the  colo> 
niea  begot  a  constant  and  pressing  demand  for  ooia  as  a  remittanoe.  Tim 
ezporta  of  tbe  odloniee  vere  inioffieient  to  furnish  billa  of  exchange  for  ad- 
jastment  of  the  large  indebtednesa  to  the  mother  country,  created  by  inoc^ 
pant  over-importation.  The  only  possible  mode  of  discharging  a  large  por- 
tion of  this  foreign  debt  was  by  the  exportation  of  miu.  The  demand  tlnn 
arising  continued  so  long  and  so  urgent,  that  the  value  of  coins  began  and 
ooiiiinucd  to  enhance,  through  a  long  scries  of  years;  the  scarcity  became 
Bu  great,  that  the  colonists  suffered  severely  fur  wmo  medium  of  exchange, 
and  were  driven  to  varions  strange  expedients,  and  not  nnfreqoently  to  a 
state  of  barter,  in  which  the  commodities  to  be  exchanged  were  valued  in 
the  money  of  account :  that  is,  all  payments  were  made  in  the  commodities 
exchanged,  ■whilst  all  prices  wore  fixcti  in  the  money  of  account.  I  Miring 
this  period,  Spanish  dollars  and  fractional  coins,  under  this  special  demand, 
rose  in  value,  and  increasing  prices  continued  to  bo  expressed  in  tlic  usual 
money  of  aooount.  The  dollar,  which  at  first  was  worth  is.  6d.,  became 
worth  5s.,  5s.  Gd.,  6t.,  6s.  6d.,  7s.,  and  7s.  6d.,  in  Feansylsaoia;  and  in 
New  York  it  went  to  8s.  It  is  true  that,  in  some  eolcniee,  ttus  process  was 
complicated  with  an  excessive  issue  of  paper  currency.  In  such  cases,  it 
may  not  be  practicable  to  estimate  the  respective  influences  of  the  unfavor- 
able exchange  and  consequent  demand  for  coin  as  an  article  of  export,  and 
that  of  the  over-issue  of  paper  currency ;  but  that  both  causes  had  their 
appropriate  result  is  eauly  seen,  and  the  more  especially  as  tiiey  were  not 
always  contemporary.  In  some  of  the  colonies  no  paper  was  issued,  and  in 
them  the  unfavorable  exoliange  destroyed  not  less  efftetually  the  mon^ 
unit;  and  in  some  of  the  colonies  the  original  money  unit  was  changed 
bef*)re  the  issue  of  the  paper  currency.  It  should  be  noted  that  neither  an 
unfavorable  exoliange,  iiur  an  over-is.suo  of  bank-notes  necessarily  in\olve 
the  destruction  of  the  money  of  account.  Where  there  is  a  regular  place 
for  the  transaction  of  exchange,  and  regular  quotations  of  the  rate  of  CK> 
change  made  public,  there  the  nature  of  the  demand  for  cdn  is  at  once 
seen  and  understood,  and  tbe  price  of  coins  nearly  keepe  pace  with  tha 
price  of  exchange;  both  coins  and  bills  of  exchange  being  rated,  in  tbe 
terms  of  tbe  money  of  acoount*  at  what  they  were  worth.  There  was  m 
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regular  price  for  exchange,  nor  were  there  ro|(iiIar  dcalen  in  exchange  in 
tin  Mrly  dayf  of  Mr  Qolosi*!  wittoDM;  And  th«  mM8  of  tiie  people  did  not 
oomprthtiid  tho  trvo  BAtnMof  tht  deaiaiid  forooin.  HoDee,  m  ecrins  alnioot 

disappeared  from  circulation,  andM  a  hl^h  nominal  price  was  continunllj 
bid  for  them,  the.  prieos  of  other  commodities  fell  into  a  state  of  n  nfn^^ion, 
and  nil  harmony  of  adjustment  waH  j^one  ;  fur  few  could  tell  whether  pricea 
referred  to  an  equiTalent  in  coin:*,  or  an  equivalent  in  other  commodities. 

"  So  in  the  eose  of  paper  iuues ;  its  depreciation  does  not  necessarilj 
imply  injary  to  tho  vumvy  of  Moount ;  fiir  when  there  ie  good  paper  with 
to  nako  oomperieoB,  it  oiey  be  qooted,  paid  and  reoeived  at  any 
rate  of  diaooont  agreed  upon,  from  1  to  99  per  eent-— a  ftot  fiuBlIiar  to  all 
laen  of  bnainees  in  the  United  Statoe. 

Chance  at  Ike  Cmuei  wkidk  introduced  ike  prtteai  Ccina'je  Syrian  of 

Great  Britain, 

''Before  examining  our  own  system  of  ooinago  in  referenoe  to  modifica- 
tione  whieh  nay  «eem  to  be  advieable  in  any  aepeet  of  the  sobject*  it  may 
be  profitable  to  glance  at  the  steps  by  which  Great  Britain  was  led  to  adopt 

the  ^old  standard.  ProTioas  to  that  change,  the  double  standard  had  pre- 
vailed, and  for  more  than  a  century  had  heen  a  source  of  perpetual  trouble 
to  individuals,  and  loss  to  the  nation.  Tho  mischief  bc^an  before  tho  com- 
mencement of  tbe  eighteenth  century,  by  the  rapid  disappearance  of  silver 
from  the  eironlation.  This  proeese  was  due  to  many  oaoses,  but  ehiefly  to 
the  orer-Toluation  of  silver  at  the  mint  of  France.  This  carried  off  all  the 
heavy  silver  coins,  and  left  those  most  worn  to  perform  an  increased  dnty 
in  the  circulation,  whereby  they  very  rapidly  became  more  and  more  de- 
faced and  deficient  in  weight.  The  evil  became,  at  last,  insufTerablc,  and 
brought  on  a  discuRsion,  in  the  reign  of  "William  and  Mary,  as  to  tho  best 
remedy.  In  this  discussion  the  celebrated  John  Locke  took  a  conspicuous 
part  The  government— Tery  honestly,  as  ito  members  thought,  but  very 
nnwisely,  as  it  has  since  been  regard^ — undertook,  in  the  foce  of  this 
foreign  demand  for  silver,  to  recoin  the  whole  silver  currency,  and  to  make 
it  of  full  weight,  but  without  due  precaution.  Whilst  this  light  currency, 
depreciated  in  weight  from  10  to  2o  per  cont.,  pns^pd  liy  tnlo,  it  rmild  not 
be  exported,  because  the  over-valuation  was  not  equal  to  this  depreciation. 
The  recoinago  increased  tho  evil,  for  it  exactly  prepared  tho  coins  for  ex- 
portation, by  making  them  ftill  weight,  without  increasing  their  homoTalne 
as  a  legal  tender.  So  the  mischief  eontinned«  in  more  or  less  force,  through- 
out the  whole  of  the  18th  century.  The  effect  was  to  introduce  gold  into 
circulation  in  place  of  tlip  v  ithdrawn  pilver.  Tlio  f^xtr* me  fluctuations  of 
tho  gold  which  was  thus  drawn  m  larg-  ly  into  tho  channels  fif  trmle,  pro- 
duced great  inconvenience,  and  kept  up  bitter  complaints.  Su  inetficiont 
were  the  means  employed  to  keep  the  silver  in  circulation,  all  but  the  worn 
and  light  coins  being  constantly  withdrawn  and  exported,  that  In  1797  the 
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farther  eoinog^  of  silver  wu  forbidden.  A  century  of  experience,  and  an 
immonso  sum  wasted  in  coinage,  had  Sufficed  to  show  that  they  could  not 
hy  mere  coinage,  countervail  the  laws  of  trade  in  bullion.  The  sum  of  the 
luatter  was,  that  they  over-valued  gold  io  England,  and  silver  in  France ; 
and  that,  by  coneeqaenoe,  Franoe  oovld  not  keep  gold,  and  England  conld 
Dot  keep  silver.  In  the  progress  of  the  18th  eentnry,  the  searoitj  of  silver, 
irith  the  influx  of  gold  and  its  variaUons — the  guinea  varying  in  prioe  from 
thirty  to  twenty-one  shillings  and  sixpebee— eompletely  unsettled  the 
ancient  money  of  account,  and  foroied  a  new  one  upon  gold:  that  is,  the 
plenty  of  irold  made  the  people  hy  degrees  more  familiar  with  its  value  than 
with  the  value  ot  silver;  and  thus  a  new  money  of  account  began  to  form 
upon  gold.  This  was  peroeived  as  early  at  1774^  when  silver  was  declared 
no  longer  a  tender,  except  by  weight,  beyond  i625." 
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CHAPTER  III. 

( 1.  Gold  and  sthrr  a  common  eqiiir  deni  or  medium  in  tlie  inlrrcliangeoj 
commodities  —  Ciradation  by  weight  —  Not  const Uvted  money  by  coinage, 
xchich  only  fcfiUiafc.^  cirndafinn — Diirr.-iif)/  of  mint.^,  and  confusion  of 
coiiM  —  Wear  and  muU  —  CU^pimjf  JilinQf  sKcating  and  countcrjeiiing. 

We  have  been  thus  full  in  the  treatment  of  money  of  account, 
its  nature  and  functions,  that  the  distinction  between  it  and 
coins  or  bullion  might  not  for  a  uioment  be  lost  sight  of  in  the 
subsequent  discussions  of  this  volume.  We  have  seen  that  the 
money  of  account  occupies  the  whole  ground  of  the  expression 
of  prices;  the  wliolo  ground  of  books  of  account,  so  far  as  prices, 
amounts  or  suin>  of  debt  or  credit  are  stated  in  them  ;  the  -svliolc 
ground  of  the  statement  of  Funis  or  amounts  in  bonds,  notes  or 
bills  of  exchange,  cheeks,  and  other  securities ;  the  -whole  ground 
of  financial  estimates,  statements  and  computations  ;  in  fine,  all 
that  relates  to  money,  where  actual  etiuivalcnts  are  not  employed, 
belongs  to  the  domain  of  money  of  account.  The  formation  of 
a  money  of  account,  which  invariably  occurs  among  all  trading 
people  above  the  condition  of  savages,  takes  away  at  once  from 
gold  or  ailver,  whether  coined  or  weighed,  ail  application  or  use 
as  a  measure  of  price,  or  medium  of  comparison.  Among 
savages,  the  precious  metals  are  no  doubt  directly  compared  with 
the  articles  for  which  they  are  bartered :  with  them  it  is,  lite- 
rally, so  much  of  one  thing  for  so  mueli  of  another.  It  is  not 
80  in  civilized  life,  where  commodities  are  very  seldom  sold 
with  any  thought  of  payment  being  exacted  in  gold  or  silver. 
The  money  of  account  not  only  serves,  to  this  extent,  the  use  of 
coins  or  bullion,  but  it  saves  even  anj  actual  reference  to  them ; 
it  is,  therefore,  an  immense  economy  in  trade.  It  narrows  the 
use  of  the  precious  metals,  perhaps,  more  than  any  other  agency. 
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It  makes  the  credit  system  possible.  Tliis  diminished  use  of  the 
precious  metals  indicates  vast  pro;^rGS3  in  industry  and  trade. 
In  tl)c  forming  stages  of  society,  it  may  be  necessary  to  employ 
the  precious  meUils  in  almost  every  transaction.  As  commerce 
is  now  carried  on  in  Great  Britain,  and  in  the  United  States, 
the  use  of  coins  or  bullion  does  not  extend  to  the  thousandth 
part  in  value  of  the  business ;  but  though  the  proportion  In  which 
they  are  used  is  so  redoood,  they  arc  none  the  lees  prised,  and 
still  remain  that  oommon  equivalent  with  which  every  other  com- 
modity can  be  purchased.  Although  very  little  employed  in 
large  purchases,  because  they  can  be  dispensed  with,  they  are 
the  only  articles  which  every  one  is  at  all  times  willing  to  take. 
Their  chief  office  is  in  the  payment  of  balances  of  trade.  When 
two  nations,  or  two  provinces,  or  districts,  or  individuals^  trade 
with  each  other,  their  mutual  debts  may  be  set  off  against  each 
other,  in  the  ordinary  couroe  of  business,  so  far  as  equal;  but 
the  balance  either  way  is  payable  only  in  gold  or  silver,  because, 
where  other  articles  of  export  fail,  these  are  always  acceptable 
in  discharge  of  any  debt,  domestic  or  foreign. 

Small  as  is  the  proportion  of  the  predons  metals  to  the  whole 
value  of  oommodities  exchanged,  yet  being  employed  in  the  retail 
dealing,  and  made  the  only  legal  tender  in  payment  of  debts, 
their  use  is  not  only  familiar  to  the  public,  but  creates  a  vague 
impression  that  all  dealinge  and  prices  have  a  strict  reference 
to  coins,  or  specific  quantities  of  gold  or  silver.  We  have 
shown  that  this  is  sn  erroneous  impression :  they  are  seldom 
referred  to  when  the  term  money  is  used.  Gold  and  silver  are 
only  referred  to  in  dealing,  when  the  actual  intention  of  the  par- 
ties is  to  deal  in  or  employ  them.  Coins  cannot  perform  the 
functions  which  arc  the  attributes  of  a  money  of  account.  They 
are  not  used  for  the  statement  or  expression  of  values.  When 
Ubcd  in  a  purchase,  or  in  discharge  of  a  debt,  it  is  an  e([uivalent 
—  as  commodities  applied  to  that  purpose,  the  value  of  which  is 
as  necessary  to  be  stated  in  money  of  account  as  that  of  any 
other  article.  The  term  money  has  many  si^jnifications,  and  of 
course  two  that  are  very  diflerent  —  when  applied  to  money  of 
account,  and  to  coim  of  gold  or  silver ;  in  one  sense  it  is  used 
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to  express  values,  and  to  state  amounts ;  and  in  the  other,  it  is 
applied  to  »  oommoditjr^  wod  in  actual  purchade,  or  in  actual 
paymicnts* 

It  18  in  the  latter  sense  that  we  are  now  to  speak  of  the  pre- 
cious metals ;  their  ose  as  money  in  noway  divests  them  of  th«r 
quality  of  a  commodity.  A  man  may  invest  his  fortune,  or  any 
'  portion  of  it,  in  land,  in  cotton,  in  silk,  in  gold  or  silver.  Pre- 
ference for  these  metals  as  a  common  equiyalent  dates  from  the 
earliest  records  of  history,  and  probably  prevailed  long  before 
the  idea  of  money  was  formed.  It  would  be  interesting  to  assem- 
ble here  all  the  fragments  of  history  on  this  subject;  but  it 
would  not  much  subserve  our  purpose.  We  have  abundant 
proof,  in  early  history,  that  gold  and  silver  were  employed  as  * 
M  money  of  the  merchant that  they  were  weighed  and  passed 
as  current  money.  Although  called  money,  when  thus  weighed 
and  passed,  it  is  obvious  that  the  term  means  no  more  than 
that  gold  and  silver  were  the  commodities  used  to  barter  or 
exchange  for  all  other  things,  and  for  all  services.  This  gave 
them  the  name  and  office  of  money ;  and  in  this  sense  there  is 
lieither  mystery  nor  difficulty  in  comprehending  the  nature  of 
money*  The  beauty,  admirable  (lualities,  and  superior  conve« 
nience  of  these  metals,  as  embracing  great  values  in  small  com- 
pass,  have  in  all  ages  recommended  them  for  this  purpose.  They 
w«re  employed  three  thousand  years  ago  as  money ;  they  are 
still  so  employed.  Gold  and  silver,  in  the  days  of  tfa«  Pharaohsy 
were  weighed  as  money;  they  are  still  weighed  as  money  in 
China :  they  are  still  wcijjhed  among  us,  and  in  Europe.  The 
fact  of  their  bcin^  "weighed  by  public  authority,  aud  issued  in 
pieces  of  convenient  size,  in  no  way  alters  the  nature  of  their 
function  of  money,  though  it  doubtless  adds  vastly  to  their  con- 
venience, and  quickens  their  elrrulatiou.  Such  pieces  of  money 
are  not  received,  in  payinonta  and  purchases,  in  virtue  of  their 
accurate  weight,  and  their  bearing  the  impress  of  public  autho- 
rity, but  because  they  are  gold  or  silver,  certified  as  to  quality 
and  quantity  by  the  impression  of  the  coinage. 

Much  of  the  difficulty  of  understanding  the  distinction  be- 
tween money  of  account,  and  money  the  medium  of  exchange,  is 
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removed  where  the  mecllum  or  money  is  weighed.  Every  one, 
then,  knows  that  he  expresses  the  price  of  gold  or  'pilvcr  by 
weifrht,  as  lio  expresses  tho  price  of  other  tilings.  There  is  no  * 
complication  in  the  transaction.  The  articles  thus  exchanged 
are  examined  as  to  quantity  and  quality,  the  respective  values 
computed,  and  the  exchange  is  made  by  the  arithmetic  of  the 
money  of  account.  It  is  simply  the  use  of  gold  or  silver  as  arti- 
cle^ for  which  all  other  things  are  freely  exchanged ;  and  thia 
use  18  supported  both  by  the  market  vnlne  of  the  metals,  and  by 
the  convenience  and  confidence  afforded  by  coinage.  It  is  pro- 
bable that  the  exchangeable  value  of  gold  and  silver  is  enhanced 
by  their  being  employed  as  a  common  medium  of  exchange, 
'  thereby  increasing  the  demand  for  them  in  proportion  to  the 
amount  so  used.  The  use  made  of  them  as  a  medium  of  ex- 
change 4>j  no  means  alters'  their  price  or  value ;  it  is  only  one 
of  the  many  uses  to  vhieh  they  are  applied.  It  is  obvious  that 
this  medium  of  exchange  is  an  expensive  instrument,  the  gold 
and  silver  employed  in  this  way  being  of  no  other  nae.  The  great 
▼alue  of  the  instrument  imposes  a  limit  upon  its  use,  and  pre- 
vents it  from  being  employed  as  much  as  would  otherwise  ocour. 
This  limit  of  circulation  could  not  be  overcome  by  increasing  the 
quantity  employed  as  a  medium  of  exchange;  because  increasing 
the  quantity  involved  an  increase  of  the  expense  of  interchange  - 
of  the  medium  employed,  or  a  depreciation  of  the  medium  em- 
ployed. In  no  country  does  the  quantity  of  the  predous  metals 
used  as  money  probably  exceed  one-tenth  of  the  value  of  the  gross 
annual  product  of  its  industry ;  and  in  none  does  it  probably  exceed 
one-hundredth  part  of  the  whole  transferable  property  of  the 
people.  To  employ  a  larger  quantity,  as  a  medium  of  exchange, 
has  not  been  found  advantageous.  To  avoid  increasing  this  quan- 
tity, and  even  to  save  the  necessity  of  employing  it  all,  an  im- 
mense number  of  devices  have  been  resorted  to,  with  more  or  less 
success,  the  consideration  of  which  will  he  reached  as  we  proceed. 

The  first  important  step,  after  weighing  the  precious  metala 
in  payment,  was  coinage,  a  facility  which  greatly  promoted  a 
rapid  circulation  of  m<  aiey.  In  the  shape  of  coins,  a  given  quan- 
tity of  money  could  be  employed  to  make  ton  payments  in  the 


Digitized  by  Google 


GOLD  AND  8ILTEB 


105 


time  it  would  before  effect  one.  Coins  are  not  only  aconratelj 
weighed,  bnt  their  qnaHtj  b  &lso  Acoorately  tested ;  the  impres- 
sien  on  the  piece,  which  makes  it  a  coin,  is  an  official  and  legal 
certificate  of  weight  and  qoalitj.  The  gold  or  siWer,  then,  which, 
previous  to  coinage,  had  to  he  carefiilly  cnt  or  snhdinded  and 
weighed,  and  carried  to  a  skilful  person  to  ascertain  its  pnri^,' 
passes  as  a  coin  instantly  from  hand  to  hand,  without  delay  or 
hesitation.  Bapid  as  the  circulation  to  which  this  facility  of 
coinage  has  given  rise,  the  exigencies  of  industry,  civilisation  and 
commerce  soon  exceeded  its  powers.  The  movement  of  the  pro- 
ducts of  industry  in  every  civilised  community  has  long  since 
far  surpassed  any  postihle  circulation  of  ooins.  This,  of  course, 
stimulates  efforts  to  effect  the  exchange  of  goods  without  the  in- 
tervcntion  of  money.  Besides,  the  system  of  coinage  was  found  to 
"be  snscoptible  of  such  abuses,  as  tondeJ  greatly  to  limit  hs  use- 
fulness uiid  power.  Every  country  had  its  own  mint,  and  esta- 
blished its  own  regulations.  The  weights  of  diflcrcnt  countries 
did  not  correspond  ;  and  as  the  coins  of  each  were  adjusted  by 
its  weights,  it  became  necessary  both  to  weigli  and  assay  coins 
circulating  out  of  their  own  territory.  The  people  of  each 
country  were  familiar  only  with  the  vulues  denoted  by  their 
own  coins,  and  therefore  could  not  know  the  standard  of  weight 
or  purity  adopted  at  other  mints  than  their  own  ;  they  cn;il  1  not 
confide  in  the  certificate  impressed  upon  a  forti;:!!  coin,  because 
they  could  not  understand  it.  This  difTiculty,  which  has  greatly 
obstructed  the  use  of  coins  in  all  parts  of  the  world,  is  also 
greatly  enhanced  by  changes  in  weiglit  and  standard  of  quality 
at  all  the  mints,  and  by  changes  in  the  impressions  or  appear- 
ance of  coins.  When  more  than  a  hundred  diflferent  mints 
were  issuing  new  coins  to  mingle  with  the  old,  a  confusion 
supervened  which  reduced  the  convenience  of  coinage,  in  some 
cases,  below  the  old  mode  of  wcighiug.  This  evil  became  SO 
intolerable  as  to  beget  loud  and  bitter  complaints,  and  many 
attempts  at  reformation,  some  of  which  proved  only  aggravations 
of  the  mischief.  Many  were  the  suggestions  and  plans  for  a 
general  system  of  coinage  for  Europe.  '  It  may  well  be  doubted 
whether  the  vexations  and  losses  incurred  by  the  abuses  of 
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ooiiiage  in  many  covntries  did  not  far  exceed  all  the  disadvan- 
tages of  being  without  any.  There  are  now  in  the  vaults  of 
bankers,  in  Italy  and  Germany,  immense  sums  in  coins  -nhioh 
can  no  longer  be  circiilated,  because  the  people  are  unwilling  to 
recciTO  them.  They  belong  to  a  past  generation,  their  weight 
and  quality  are  unknown  to  them,  and  of  course  their  price  i« 
not  known*  These  pieces  are  only  used  in  bags,  in  the  heavy 
payments  between  bankers ;  they  have  ceased  to  be  applicable 
to  the  ordinary  circulation,  and  have  lost  part  of  their  powers 
and  usefulness.* 


1  Oennany  alone  had  68  niota,  taoh  with  its  Mpavate  eoiaage  and  rtKu* 

lationa.  When  all  the  gold  and  ailver  coins,  with  thnr  sttbdivUioaBt  from 

68  mints  vrcre  circu!  itin;^  over  a  territory  no  larger  than  Germany,  it  can 
readily  be  conceived  what  a  nuisrinco  t5iis  variety  became  in  business.  But 
when  tliis  nuisnnco  was  ciihanceJ  by  a  due  proportion  of  counterfeits,  by 
tbo  abrasion,  clipping,  and  other  deterioration  of  coins,  ic  can  {scarcely  be 
imajEEined  bow  intolerable  the  harden  beeame.  The  oomplaint  was  load 
and  bitter,  and  pn^eots  for  reform  abounded ;  a  eystem  to  be  aniform  not 
only  throughout  Germany,  but  Europe,  was  earnestly  demanJod.  The  aamo 
evil  induced  the  establishment  of  banks  of  deposit  in  llollund. 

In  uri:lng  upon  the  public  bis  proposal  of  a  ounv^'ntion  of  delegates 
from  the  various  governinonts  of  ilurope,  to  devise  a  uniform  mode  and 
system  of  coinage,  Scaruth  placed  before  bis  readers  the  whole  mischief  ia 
bold  relief.  The  director  of  the  mint  in  Keggiu,  however,  coald  not  move  the 
authorities  of  that  day  by  his  lojpc,  nor  by  bis  position ;  and  be  lacl(ed  the 
power  which  Napoleon  applied  to  the  subject  more  than  two  centuries  after,  ' 
vhen  ho  introduced  a  uniform  coinage  into  Italy.  No  sooner  had  the  power 
the  French  Emperor  ceased  to  be  felt  in  Italy,  however,  than  the  Pope, 
and  other  princes,  commenced  the  old  system  of  multifarious  coinage,  the 
evils  of  which  are  now  seriously  felt:  "Dunt  l.i  diversite  embarrasse  tous 
les  Jonrs,  nott<seuIement  les  strangers  et  les  v  yugears  mais  memelssban- 
quiers  et  marchands  Italians." 

Italy  is  said  to  be  famoos  for  the  worst  coins,  and  the  best  writers  on 
money.  One  of  the  earliest  of  these  was  Scantffi  {**Discorso  sopra  la  Mo- 
ne(a"),  published  in  1582,  and  to  be  found  in  the  second  volume  of  "Baron 
CustixU's  Ci'Uedion  of  the  Italian  E'-onojni-is."  Scaruffi  was,  for  many 
years.  Master  of  the  mint  at  licggio.  lie  was  so  profoundly  uuprcssed 
with  the  miscbiefii  of  the  ooinage,  that  be  looked  upon  it  not  only  as  the 
SQonrge  of  Italy,  bat  as  "a  conflagration  which  threatened  all  Europe.*' 
Not  satisfied  with  deploring  these  e?ila  at  home,  and  with  suggesting  local 
lemodies,  be  proposed  a  plan  Sag  a  uniform  and  gsneial  coinage  for  all 
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The  oomplieatioiis  and  perplexities  of  eoinege  have  long  beea 
a  Beriovfl  grievanoe  to  tlte  industry  of  the  oi?iliied  world — a  ' 
grievanoey  in  many  loeali'tieSy  regarded  as  intolerable,  and  only 

Europe,  the  coins  to  be  tlii^  snm*'  in  piro,  weight,  and  alloy  or  standard.  If 
this  su^rgcstion  of  Scarufli's  was  not  adopted,  anotlier  important  ono  was. 
lie  proposed  that  all  manufacturers  of  plate  and  jewelry  should  be  com- 
pelled, hj  law,  to  place  their  mark  On  every  artiele  mumftotiind  by  then* 
together  with  a  desif^ation  of  tbe  qinli^y  of  Ibo  metal.  This  is  noif  the 
law  in  most  of  the  eoiratriea  of  Europe,  and  should  be  here. 

In  this  age  of  pa-por  corrency,  of  higher  commercial  credit,  when  publio 
opinion  is  strong  enough  to  restrain  men  in  authority  from  drliusing  coin, 
it  is  scarcely  possible  to  credit  the  injury  inflicted  upon  industry  and  com- 
merce by  the  diverse  coinage  of  Italy,  its  alterations,  counteric'itd  and  de- 
basements. This  combined  evil  is  not  only  colled,  as  above,  a  oonflBgraiion, 
bat  a  sooorg^,  a  pestilenoe;  it  was  oompared  with  the  contemporaneous 
famine  and  pestilenoe  of  the  16th  and  17th  centuries.  The  aid  of  Heaven 
and  the  Church  was  invoked  hy  processions,  indulgences,  fte.,  to  miti- 
gate the  «Mr6»«  mmieHiettf.  The  ecclesiasUcal  remedy  was  not  suo- 
cessful. 

*'  L'ltalie  fut  sans  contredit  la  nation  qui  souiTrit  Ic  plus  dc  cet  excess  si 
grave.  Divis^e  poor  son  malheur  en  taut  d'ctats  divers,  le  mal  scmbLub 
nultiplier  par  le  nombro  de  oes  i^qvemntens."  ..."  lis  persistirant 
alsvs  dans  la  stopide  dotermtnatlbn  do  laisser  I'ltalie  ee  qu'elle  6tnit  depuis 
loDg-temps,  nne  xosaiquc  de  gouvernenens,  de  lois,  de  douaioes,  de  man- 

In  the  Papal  dominions  a  custom  has  prevailed,  which  adds  greatly  tw  the 
perplexities  of  those  who  have  to  deal  in  the  coins  of  Italy.  Every  i'upe 
adopts  new  devices,  and  often  makes  other  changes,  for  the  cuios  to  be 
issaed  durii^  his  Pontifioala ;  and  besides  this,  the  interregnum  between 
the  demise  of  one  Pope  and  the  election  of  another,  which  is  often  a  period 
of  some  mouths,  is  oharaefeerized  by  a  coinage  of  its  own.  Between  the 
years  17<10  and  1780,  there  wore  issued  from  the  mints  at  Rome  283  dif- 
ferent coins,  of  \thich  G7  were  gold.  Besides  these,  other  varieties  were 
issued  from  otlic^r  mints  in  the  ecclesiastical  States,  as  Boulogne,  Ferrora, 
and  Qubbio.    [  "(7aM«i«r  I/aZien,"  folio  8.] 

In  the  samo  psriod,  the  other  mints  of  Italy  were  active,  and  issued,  in- 
dnding  those  of  tho  ooelesiastioal  estates,  not  less  than  800  varieties  of 
ooln,  to  circulate  in  the  small  territory  of  Italy. 

ItW!\«<  fi'U  to  T>e  a  irreat  relief  from  this  intolerable  confusion,  wlion  Napo- 
leon introduced  a  uniform  coinage.  This  blessing  was  only  enjoyed  during 
the  ascendency  of  the  French  Emperor.  As  soon  as  it  ended,  in  1814, 
every  govcimment  of  Italy  returned  to  the  old  system  of  coinage,  and  con- 
tinnes  it  until  the  ptosent,   A  traveller  may,  at  any  time,  obtain  a  roleaa 
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escaped  by  the  establisbment  of  banks  of  deposit^  or  otber  de* 
'  "noes.  We  refer  now  only  to  the  mnltiplidty  of  coins  of  different 
weights  and  degrees  of  purity.  Of  course  this  evil  was  immensely 
increased  by  the  secret  debasement  of  coins  practised  in  a 
greater  or  less  degree  at  all  mmts,  until  within  a  very  brieC 
period. 

Bat  coinage  was  found  to  have  its  difficnlties,  independent 
of  *  mere  complication  and  variety  of  coins  and  standards.  The 
coins  in  actual  use  were  found  to  lose  in  weight  by  wear  so 
rapidly,  that  the  smaller  sizes,  in  the  course  of  a  few  years,  dete- 
riorated in  weight  from  ten  to  twenty  per  cent.  This  inevitahle 
process  was  slow,  but  sure;  the  coins  of  ;i  \sho\v  people  became 
i?o  diminished  and  injured  in  their  own  liamls,  tliat  men  of  busi- 
ness were  afraid  to  receive  them  at  their  nominal  value.  This 
deterioration  of  course  obstructed  their  circulation,  and  lessened 
their  power  and  usefulness.  Every  European  country  has  suf- 
fered seriously  from  tliis  c.iusc. 

Another  difficult}'  encountered  by  coiria;;e,  scarcely  less  than 
any  other,  is  the  facility  it  gives  to  counterfeiting,  and  to  frauds 
upon  the  genuine  coin.  Coined  money  circulates  with  such, 
rapidity,  upon  the  faith  of  the  public  certificate  on  its  face,  veri- 
fying weight  and  quality,  that  counterfeit  coins  arc  put  in  circu- 
lation among  the  people  with  a  success,  which  makes  it  a  large 
business  wherever  coins  are  extennvely  employed ;  and  counter- 
feit coins  often  continue  long  to  exercise  the  functions  .of  moneys 

of  coina  from  nn  Italian  lj:iiikor,  which,  thouj^h  of  full  weight,  can  orilv 
bc  di8po««ed  of  at  a  discount.  We  said,  may  obtain ;  we  should  rather 
have  said,  be  will  be  fbrtanate  if  he  ia  not  sometimes  serrod  io  that 
way. 

Those  Kho  wish  to  know  more  of  the  erile  of  Itolmo  ooinage  and  mon^, 
may  consult  the  Cambist  writcr.%  Commercial  Dictionarii's,  and  numia- 
matio  nuthnrs  who  treat  of  tlie  coins  of  t}::it  cuiintry.  Soe  Sramffi,  Dacan- 
zaii,  and  othfr  writer?,  whose  works  an'  ci iiitaiii'^d  in  the  collection  of 
Baron  Cusiodi,  of  tiie  "Econominii  iiaUani,"  in  .j1  vols.  8vo.  See,  also, 
^RaeeoUa  degii  SeriUori  delle  Mmda  Italia,  FiUipo  ArpeUati  ;"  "  Sioria 
deUa  Eeowmia  PMka  in  HaUa,  di  Cante  PeMo;*^  **Hut<Mr€  de  b  JS^ 
jnihVqtic  de  Venise,"  tom.  uL75;  *'CbMti'«r  StdUn,"  pM«im;  **Jfo»]ieiy0r 
on  Banks,"  1717, 4to,  pag^s  170  to  189,  in  German. 
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before  thej  are  discovered.  In  China,  the  skiU  of  counterfeiters 
is  sucli,  as  wholly  to  prevent  the  use  of  eoins ;  and  that  vast 
{lopulation  is — for  that  reason,  it  is  said — confined  to  the 
primitive  mode  of  weighing,  in  payments,  all  the  gohl  and  silver 
nsed  in  oommeroe. 

Genuine  eoins  are,  by  frand,  subjected  to  processes  which 
rob  them  of  a  considerable  proportion  of  their  valoe.  They  are 
panched;  sweated;  filed;  sawed  in  two,  the  interior  scooped  out, 
and  filled  with  lead,  the  sides  being  then  reunited ;  these,  and 
other  modes  of  making  a  profit  on  now  eoins,  have  been  saccess- 
fully  practised  in  every  country,  to  a  greater  or  less  extent,  l^y 
these  processes,  coins  are  reduced  at  once,  for  the  profit  of  the 
operator,  to  the  lowest  value  at  which  thoy  wiU  circulate.  They 
may  thus  lose,  in  a  day,  as  much  as  they  would  have  lost  in 
years  of  circulation.  If  these,  and  other  mischiefs  attendant 
upon  a  large  circulation  of  coins,  are  not  felt  to  the*  extent  they 
once  were,  it  is  because  the  circulation  of  coins  is  so  larfrely 
replaced  by  bank-notes,  that  false  coiners,  finding  it  unitio- 
fitable  to  pursue  tlic  business,  have  turned  their  attention, 
with  great  success,  to  tlic  production  of  counterfeit  bank-notes. 
"Whenever  governniei  rs  return  to  a  large  circulation  of  coins, 
false  coiners  will  be  found  at  their  old  business.^ 

We  fiml,  tlien.  in  practice,  various  limitations  to  the  power 
of  the  precious  metals  as  money.  They  must,  in  the  first 
instance,  be  weighed  and  assayed  before  they  are  received  in 
payment.  If  that  difficulty  be  removed  b}^  public  aiithority, 
and  pieces  be  issued  ready  weighed,  of  a  certain  quality  or 
standard,  then  the  changes  of  weights  and  standard,  the  multi- 
plicity of  coins  consequent  upon  the  great  number  of  mints,  the 
.counterfeits  and  frauds  upon  the  coins,  all  together  make  up  a 

'  When,  upoQ  an  occasion  not  very  reni(>to,  ono  of  the  ^governments  of 
Italy  recalled  a  coin  only  a  few  years  in  circulation,  the  officers  of  the  mint, 
not  being  awaro  of  ths  danger,  foand  after  a  short  tins  that  they  bad 
already  redeemed  a  nnoh  larger  amount  of  Uie  tpeeifle  «nn  tiian  the  mint 
had  iieoed,  sod  the  offerings  for  redemption  were  fiur  from  growiog  leee. 
If  this  test  were  applied  to  many  ooine,  it  would  reveal  a  quantity  of  bsae 
money  of  whioh  few  baye  any  tuepicion. 
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great  obstraedon  to  the  continued  and  increased  use  of  gold  and 
silver  as  a  sole  medium  of  exchange.  We  shall  recur  again  to 
the  facty  that  the  great  Value  of  these  metals  makes  their  use  m 
reiy  ozpensiTB  method  of  effecting  exchanges. 

These  difficulties  in  the  use  of  the  precious  metals  as  an  in- 
strument of  pajment,  have  operated  vitii  such  effect  in  the  more 
civilised  portions  of  the  ^rld,  that  only  a  very  smsll  portbn 
of  the  exchanges  of  the  products  of  industry  are  now  effected  by 
the  actual  intervention  or  presence  of  either  gold  or  sOver.  They 
are  now  chiefly  used  in  retail  dealing,  in  small  transactions^ 
and  in  paying  balances  of  trade.  The  great  subdivision  of 
which  the  precioua  metals  are  susceptible,  specially  fits  them 
for  the  actual  payments  of  the  retail  trade.  Where  countrieB» 
districts,  or  individuals  have  large  and  continued  dealings,  by 
TF&ich  they  in  effect  exchange  goods  for  goods,  a  balance  may 
fall  either  way,  for  which  the  goods  are  not  wanted ;  such 
balances  are  with  facility  discharged  by  the  export  of  gold  or 
silver.  liiit  there  is  still  a  natural  tendency  ia  the  m;irts  of 
commerce  lo  avuul,  in  every  possible  way,  the  use  of  so  expen- 
sive an  instrument  of  trade  as  gold  and  silver.  The  various 
modes  of  dispensing  with  thcui,  uiid  the  substitutes  employed, 
will  como  uudcr  oar  notice  hereafter. 

2  2.    Circulation  of  ihc  ptxciuiis  metals  as  money  —  Commerce  dejHnds  upon 
coins  for  so  wiic/t  use  as  is  made  of  i/tem,  aiui  tu>  more  — TJiey  perform  iu> 
funeiicm  beyond  (ke  «M  we  we  made  of  Ihem, 

No  term  is  more  common,  in  treating  of  money,  than  circula* 
tion.  It  is  applied  equally  to  all  its  substitutes,  as  bank-notes, 
checks,  bilb  of  exchange,  and  promissory  notes,  and  otiier  secu- 
rities. It  is  a  term  founded  on  well-known  facts,  and  descrip- 
tive of  well-known  tendencies.  With  the  facts  and  many  of  the 
details  of  circulation,  all  men  of  business  are  more  or  less  fami- 
liar; but  not  many  give  themselves  the  trouble  to  analyse  the 
process,  aud  its  results.  They  know  that  money  goes  and  comes  ; 
that  it  passes  round,  and  appears  to  return  whence  it  set  out ; 
and  that  there  is  a  sort  of  average  quanti^  of  money  circulating 
among  a  certain  number  of  people  in  a  certain  district :  that  if 
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the  rery  same  eoine  do  not,  year  after  year,  perform  the  same 
round,  a  toij  oonaiderable  proportion  will  be  found  in  the  same 
track.  Few  examine  minately  the  details  which  give  this  circa* 
lar  impulse  to  money,  as  it  moves  in  the  channels  of  business. 

Money  being  a  medium  by  which  men  exchange  eommodities, 
its  moTcmenta  are  wholly  controlled  by  the  course  of  this  ex- 
change of  commodities.  Men  exchange  the  products  of  their 
industry,  or  their  professional  or  intellectual  services,  or  their 
bodily  labor  or  skill,  for  other  products,  or  for  other  serrices,  or 
labor  or  skill.  This  is  the  object,  sum  or  result  of  their  transac- 
tions ;  but  the  business  is  e&cted  by  exchangbg  these  things, 
first  for  money,  and  then  by  exchanguig  the  money  for  the 
.things  required.  The  money  intervenes,  and  then  retires ;  it  Is 
not  of  the  substance  of  the  transaction.  If  the  exchange  desired 
couldf  with  equal  convenience,  be  effected  without  the  aid*  of 
money,  it  would  not  be  employed.  No  excbango  of  commodities 
is,  in  the  result,  any  the  more  effectiTC  for  having  been  made 
with  money.  The  fiurmer  who  sells  a  quantity  of  wheat  for  9^00, 
taking  a  parcel  of  land  in  payment,  and  who  afterwards  pur* 
chases  agricultural  implements,  giving  the  land  in  payment,  has 
exchanged  his  wheat  for  the  implements  by  the  medium,  not  of 
coins,  but  of  land ;  but  the  exchange  is  equally  as  effectual  and 
advantageous  for  him,  as  if  made  with  coxus.  The  medium  em- 
ployed leaves  none  of  its  marks  or  characteristics  on  the  exchange. 
It  may  be  a  very  grave  question,  in  many  localities,  whether 
wheat  can  be  more  advantageously  converted  into  Hour  by  steam 
or  water-power ;  but  it  is  of  no  consequence  to  those  who  eat 
the  bread,  what  medium  has  been  employed  in  the  conversion. 
So,  whatever  importance  bt  lon<^s  to  the  subject  of  money,  and 
other  moilc.i  of  exchange,  it  in  no  way  nflects  the  validity  or 
usefulness  of  the  exchange,  however  it  ni  ly  have  been  accom- 
plished. The  first  consideration  is  the  desired  exchange ;  the 
next  is,  that  it  should  be  eilccied  at  the  least  exj)ense,  and  with 
the  greatest  facility  possible.  Of  course  so  expensive  an  article 
as  coined  nioncy,  whatever  its  merits  as  a  medium  of  exchange, 
will  not  be  used  when  it  can  be  dispensed  with;  and,  as  a  matter 
of  fact,  very  lew  of  the  exchanges  referred  to  aie  now  made  by 
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the  intervention  of  coins.  But  although  these  are  now  so  gene- 
rally dispensed  with,  jot  the  mode  and  canses  of  the  circulation 
of  money,  were  it  inTariably  used,  reqnireB  not  the  lees  to  be 
better  understood. 

Every  man  exchanges  that  which  he  has  to  spare  for  that 
which  ho  wants,  and  others  have  to  spare ;  and  there  is  scarcely 
a  oommunity,  of  which  the  members  are  not  more  or  lees  de* 
pendent  on  each  other.  All  are,  to  some  extent,  dependent  on 
the  farmer,  merchant  and  mechanic;  but  these  ore  dependent 
on  the  physician,  lawyer^  teacher,  and  other  professional  men ; 
and  all  are,  by  a  complicated  bat  welltunderotood  dependence^ 
linked  together.  All  reoeiYe  something,  directly  or  indirectly, 
from  the  others.  Now,  if  money  wore  naed  in  all  this  inter- 
change of  commodities  and  services,  it  would  be  fonnd  to  tra- 
verse the  whole  circle  of  the  oommonity ;  and  though  it  might 
pass  back  and  forwards  many  times  in  the  hands  of  individuals, 
yet  it  would  have  performed  a  round  in  the  commnni^. 
The  chief  transactions  of  any  community  are  substantially 
the  same  every  year,  or  half  year;  and  it  would  happen  that 
Tory  nearly  the  same  sum,  if  not  the  same  money,  would  pass 
through  the  same  hands  every  season.  Great  variations  must 
of  course  occur,  but  there  would  be  an  approximation  to  the 
same  results.  The  farmer,  the  mechanic,  tradesman,  manufac- 
turer, and  the  professional  man,  would  all  go  through  nearly  the 
same  round  of  exchanges,  and  be  ready,  with  the  return  of  the 
season,  to  jxo  through  them  agnin.  Tlie  money  would  thus  have 
actuiilly  belli  paid  for  every  commodity,  and  for  every  service, 
only  as  a  niodiura.  The  substance  of  tlie  whok^  would  be  the 
transactions  or  dealings  whicli  had  taken  place  between  the 
parties,  the  money  being  left  wholly  out  of  view.  The  rajiidity 
of  the  circulation  determines  the  quantity  of  money  required  ; 
and  the  rapidity  of  circulation  depends  on  the  state  of  industry, 
and  iijion  the  roads,  rivers,  cities,  and  other  natural  and  artifi- 
cial facilities.  But  the  circulation  is  mainly  and  chieHv  facili- 
tated  by  that  mutual  dependence  in  a  community  whicli  springs 
up  when  people  supply  ilieir  own  wants.  The  narrower  the  circle 
in  which  money  moves,  other  things  being  equal,  tho  more 
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exchanges  it  can  effect.  If  farmers,  miiittfactimrs,  tradeimeiit 
mechanios,  and  mtii  of  all  the  variane  ooenpatione  which  go  to 
make  up  a  ciriUied  eommmiHjv  are  eloee  together,  their  ex- 
ohaDges,  if  effected  with  money,  will  be  rai»d  in  proportion  to 
their  vicinity.  If  we  ima^e  a  people  wholly  isolated,  then  the 
drcalation  among  them  wonld  be  complete ;  no  part  of  iheir 
money  wonld  flow  into  other  channels,  and  no  final  balance 
wonld  remain  to  be  settled  with  any  other  community. 

The  regularity  of  this  movement,  and  the  sameness  of  the 
result,  has  suggested  to  many  minds,  in  every  age  of  the  world, 
that  money  does  not  perform  its  fnnetiona  by  reason  of  its  intrin- 
sie  value,  but  by  virtue  of  this  circulation.  It  appeared  to  them 
that  if  parties  were  agreed,  any  other  substanoe  would  perform 
the  same  ofllce  as  well.  The  Oarthafpnlans,  history  informs  us, 
resorted  to  leather  as  a  material  for  money ;  and  the  Chinese, 
some  eight  centuries  ago,  to  paper,  not  on  any  principle  upon 
which  paper-money  is  now  used,  but  simply  as  a  material  for 
money,  on  which  could  be  impressed  a  certificate  of  value,  for 
which  each  piece  of  leather  or  paper  was  to  pass.  We  have  no 
adequate  account  of  the  cxperimeut  iu  leather ;  but  the  Chinese 
trial  of  paper  proved  as  unfortunate  as  some  of  the  same  kind 
in  later  times. 

It  is  obvious  enough,  upon  a  little  consideration,  that  much  of 
the  efficacy  of  money  depends  on  the  fact  that  it  circulates  in 
accordance  with  the  mutual  dependence  of  the  people,  and  with  a 
rnpidity  proportioned  to  the  sniallness  of  the  circle,  and  to  the 
natural  or  artificial  facilities  which  exist  to  aid  the  transporta- 
tion of  the  commodities  for  wliich  it  is  used  as  a  medium  of 
interchange.  But  the  regularity  of  the  proceeding  in  no  com- 
munity is  ever  so  great,  that  mere  counters  could  be  safely  sub- 
stituted for  money  of  intrinsic  value,  an  idea  which  has  haunted 
men  in  all  ages,  and  no  doubt  gave  rise  to  the  experiment  of 
the  Carthaginians  and  the  Chinese.  The  idea  is,  that  if  men 
agree  what  substance  they  will  use  for  money,  as  they  only 
receive  it  to  pay  it  away,  it  is  perfectly  indifferent  what  tiie 
material  is,  so  it  be  convenient.  There  are  insuperable  objec- 
tions to  a  mere  conTcntional  medium  of  ezchaage;  among  these 
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It  the  wide  door  it  opens  to  fraud,  and  the  difficulty  of  restrict- 
ing its  quantity,  which  is  the  only  means  of  maintaining  its 
nominal  value.  If  mere  oonnters,  without  value,  inmld  imrcbaee 
arttcles  of  value,  counters  would  be  supplied  too  rapidly.  When 
the  medium  employed  has  an  intrinsic  Tslue  corresponding  widi 
its  nominal  price,  then  the  holders  are  at  all  times,  and  under 
all  circumstances,  safe  at  every  stage  of  oommeroial  progress. 
Let  war,  rerolntion,  commercial  revulsicn,  er  de^K)Cic  anthori^ 
hring  forth  what  evils  they  mey,  the  people  have  in  their  hands 
either  their  commodities,  or  their  price  in  the  premons  metals. 
It  is  tme  that  any  material  employed  as  money,  whidi  all  are 
willing  to  receive,  may  with  perfect  success  iidfil  all  the  foao- 
tions  of  money  for  a  time ;  hot  no  means  have  yet  been  found  to 
make  money,  without  intrmsic  value,  adequate  to  all  circuBS- 
stanoes  and  emergencies.  Men  may,  for  a  while,  oonenr  in  sooh 
experiments,  and  all  may  go  smoothly  for  a  time;  but  when 
large  balances,  foreign  or  domestic,  are  to  be  paid,  when  the 
season  of  alarm  and  trouble  arrives,  the  conventional  money, 
which  depends  on  the  confidence  of  an  entire  community,  is 
stripped  in  a  moment  of  all  its  power  and  nsefolneas.  Oounter- 
feit  money  may,  for  a  long  period  undetected,  perform  all  the 
functions  of  genuine  coins ;  but  the  moment  its  true  eharacter 
becomes  hnown,  all  its  power  is  gone. 

Whilst,  therefore,  the  oiroalation  of  money  presents  some  fea- 
tures of  regularity  which  suggest  the  idea  that  counterb  inuy  bo 
substituted  for  coins,  there  arc  accompanying  irregularities, 
unavoidable  obstacles,  omergeucics,  accidents  and  hazardsi,  \vhich 
iDuke  it  iiiijjussible  permanently  to  substitute  mere  counters 
for  coins.  The  devices  now  employed  so  extensively  under  tho 
credit  system  are  not  of  this  kind  ;  tliey  are  securities,  express- 
ing that  a  certain  amount  is  to  be  paid  on  demand,  or  at  a  day 
fixed.  A  counter,  without  intrinsic  value,  is  neither  a  thini^  of 
value,  nor  a  security,  nor  a  claim  upon  any  one.  Whenever  it 
is  refused,  there  is  an  end  of  it. 

We  have  already  noticed  the  obstacles  to  rapid  circulation, 
arising  from  the  wearing  of  coins,  from  frauds  upon  the  coinage 
by  punching,  sweating,  splitting,  and  debasing;  bat  more  espe* 
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eially  from  the  immense  variety  of  coins  proceeding  from  Bcorea 
of  different  mints.  Whatever  faoility  of  circalatioQ  any  people 
may  have  by  the  aftture  of  the  country,  or  whatever  artificial 
&cilities  might  be  provided,  these  obstacles  seem  to  place  a  limit 
to  a  larfriy  iaereased  eireolation  of  coins,  which  neilber  power 
nor  ingenuity  can  overcome.  The  first  remedy  resorted  to 
against  this  evil  was  only  an  alleviation.  The  ooUection  of  this 
mnltifariovs  o«nage  in  saeks,  duly  oonnted^  indorsed^  and  sealed 
with  die  name  of  some  well-known  merchant  or  banker,  only 
made  the  sack  eirenlate  as  so  mneh  bullion.  The  coins  were  no 
longer  nsefol  or  convenient,  and  thttr  cireolatbn  as  snch  was,  in 
fact,  a;t  an  end. 

The  next  great  remedy  for  these  obstacles  to  curcnlation  was 
the  establishment  of  snch  banks  as  those  of  Am8terd«m  and 
Hamburg.  These  Imnks  reoeived  coins  on  deposit,  aflber  care- 
•fblly  ascertaining  their  valoe,  and  placed  the  amoont  reoeived 
to  eredit  of  the  depositor.  The  holder  of  snoh  a  depout 
tronsfened  his  title  to  the  money  In  the  bank,  instead  of  coant- 
ing  and  dtlivering  the  coins.  This  method  of  transfer  would 
hftve  admitted  of  a  circulation  more  rapid  than  any  attainable 
by  coins  at  large,  had  not  these  banks  surrounded  the  transfers 
with  restrictions  ami  limitations,  which  greatly  reduced  their 
efficacy.  In  some  ca-cs,  but  one  transfer  ot"  the  i^ame  atii"Uii: 
was  permitted  iu  uiic  ilay.  It  is  quite  obvious  that  the*  same 
sum  might  bo  transferred,  under  very  safe  regulations,  every  five 
or  ten  minutes  during  the  day.  But  this  prucess  of  transferring 
the  title  to  money  is  a  very  different  thing  from  circulating 
money.  It  is,  in  fact,  a  stoppage  of  the  circulation  of  coins ; 
the  title  circulates  in  their  place.  The  parties  to  such  transfers 
do  not  kno^v,  nor  do  they  attempt  to  ascertain,  that  the  equiva- 
lent in  coin  is  actually  iu  the  bank.  These  deposit  banks  were 
half-way  stations  between  an  exclusively  hard-money  circulation 
and  the  credit  system.  The  parties  who  transferred  and  received 
credits  in  these  banks  confided  in  the  fact  that  the  money  trans- 
ferred was  there.  There  was  an  exercise  of  confidence  and 
mutual  faith,  without  which  the  bank  could  not  have  existed. 
We  shall  have  occaaion  to  remark  that,  in  the  case  of  the  Bank 
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of  Amsterdam,  tJiat  confidence,  and  the  unimpaired  usefulness 
of  the  bank,  continued  long  after  a  large  portion  of  the  money 
had  been  abstracted  by  the  authorities  of  the  city. 

Banks  of  deposit,  then,  rather  mark  the  limits  of  the  circula- 
tion of  coins,  than  constitute  its  climax.  Ihey  belong  almost 
as  much  to  the  <ffedit  system  as  to  the  money  system,  partaking 
of  the  characteristics  of  both.  Whilst  civiUsed  people  have 
always  shown  a  strong  partiality  for  the  precious  metals  as  % 
medium  of  exchange,  the  history  of  the  last  fonr  centories  shows 
that  there  have  been  inducements  strong  enOQgh  to  suggest  and 
introduce  other  modes  of  eflfecting  exchanges.  No  doubt  the 
expense  of  gold  and  silver  as  a  medium  of  exchange,  the 
annoying  difficulties  growing  out  of  a  multifarious  coinage  at 
every  mint,  the  multiplication  of  mints  and  coins,  the  debase- 
ment of  coins  by  governments,  and  their  fraudulent  deteri<>> 
ration  by  rogues,  contributed  at  a  very  early  date  to  drive  mer- 
chants and  men  of  business  to  other  methods  of  payment,  and  to 
seek  another  medium  of  exchange.  But  these  indnoements  to 
-resort  to  other  modes  of  payment,  influential  as  they  must  have 
been,  were  by  no  means  the  chief  reasons  why,  at  the  present 
day,  so  small  a  portion  of  business  transactions  are  effected  by 
the  actual  employment  of  the  predous  metals  as  money.  The 
.  partiality  for  this  money  is  scarcely  less  than  it  has  ever  been. 
The  great  fact  is,  that  the  increase  of  industry  and  production 
for  the  last  three  centuries,  the  division  of  labor,  and  the  conse- 
quent vast  increase  in  the  interchange  of  commodities,  has  far 
transcended  any  possible  circulation  of  coins  as  a  medium  of  pay- 
ment for  the  whole  of  these  transactions.  It  uiuy  be  safely 
assumed  that  when  other  modes  of  cfleoting  these  exchanges 
were  adopted,  it  had  become,  if  not  a  necessity,  at  least  a  conve- 
nience and  an  economy  too  considerable  to  be  resisted.  It  may 
be  asserted,  too,  very  safely,  that  though  the  precious  metals 
intervene  to  such  a  small  extent,  in  proportion  to  thewliolo  pay- 
ments  of  cummerce,  yet  they  are  acting  now  as  cfi'ecilw  ly  as 
ever  thoy  did  :  that  the  transactions  of  commerce,  whieli  now 
take  place  without  the  intervention  of  gold  or  silver,  are  such  as 
could  not  take  place  if  dependent  for  thoir  progress  upon  actual 
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payments  in  the  preeioofl  metals.  The  exehanges  of  domestie 
and  foreign  commerce,  which  take  place  without  the  actual  aid 
of  gold  or  silver,  arc  essentially  the  measure  of  the  incapa- 
city of  coins  to  accomplish  the  commcrco  of  the  present  day. 
Gold  and  silver  money  have  Ion::!;  ceased  to  he  the  chief  agent 
in  effecting  the  exchanges  of  commoditie.-^.  Their  cluef  ornploy- 
ment  now  is  as  the  small  change  of  retail  business,  as  a  means 
of  paying  the  balances  of  foreign  trade,  and  as  a  security  for  . 
the  public  in  the  business  of  banking.  The  quantity  of  coins 
withdrawn  from  circulation  for  this  purpose  of  banking  is  vastly 
more  than  made  uj)  by  the  greater  quantity  of  bank-notes  issued, 
and  by  the  greater  rapidity  of  ])ank-note  circulation  ovef  tbat 
of  coins.  Yet  if  the  comparison  between  what  is  done  with  and 
without  the  use  of  coins  be  enlarged  by  adding  to  the  circula- 
tion of  coins  that  of  bank-notes  also,  it  will  be  found,  especially 
in  Great  Britain  and  the  United  States,  tliat  a  very  small  pro- 
portion of  the  whole  payments  of  these  conntries  is  effected  in 
coins  and  bank-notes,  even  when  taken  together. 

Wc  are  speaking,  it  will  be  kept  in  mind,  of  the  actual  use  of 
coins of  what  is  effected  by  the  actual  transfer  of  gold  or  silver 
as  money.  We  yield  nothing  to  the  mistaken  idea  that  coins  are 
in  some  way  employed  whenever  prices  are  expressed.  Believing 
that  the  whole  subject  of  expressing  prices,  naming  amounts, 
writing  down  the  results  of  sales  in  books  of  account,  and  all^ 
similar  matters,  belong  to  and  are  fully  explained  by  the  opera- 
tion of  money  of  account,  wo  refer,  in  speaking  of  the  agency 
of  coins  as  a  medium  of  exchange,  always  to  the  actnal  employ- 
ment of  the  preoioQS  metals.  In  this  restricted  sense,  every  man 
can  for  himself  determine  to  what  a  narrow  channel  their  eircn- 
lation  is  now  confined,  compared  with  other  more  effective 
agenines. 

Whatever  indefinite  ideas  some  may  entertain  upon  the  suh* 
jeet,  tbe  real  use  of  coins  is  merely  that  in  which  we  see  them 
employed.  Though  every  man  may  exaet  payment  in  coins  of  all  ' 
that  is  due  to  htm ;  yet  this  is  almost  never  done.  When  not  so 
exacted,  the  payment  is  made  in  some  other  satisfactory  way. 
The  Treasury  of  the  United  States  exacts  payments  in  ooins, 
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and  the  payments  are  bo  made.  Business  is  done'  mih.  coins 
only  when  they  are  present  in  the  transaction,  actually  paid  and 
received.  For  so  much  use  as  is  made  of  coins  is  hnsiness  in- 
debted to  them,  and  no  more. 

{  3.   !ne  ^tmiify  ofmonejf  reguirtifor     hutimtt  of  a  ootmlry. 

Few  mystifications  have  been  more  profound  than  those  wliicli 
luive  pervaded  speculations  ou  the  quantity  of  money  rec^uired 
for  the  business  of  a  country,  and  on  questions  as  to  the  results 
of  an  increase  or  diminution  of  money.  Such  inquiries  appear, 
at  first  vicWj  important ;  and  few  of  tlie  earlier  writers  upon 
money  have  neglected  a  subject  so  inviting  as  the  amount  of 
money  needed  to  make  a  country  prosperous.  To  men  not 
deeply  versed  in  the  details  of  commerce,  there  appeared  no 
insurmountable  difficulty  in  the  topic.  It  was  long  a  favorite 
notion,  that  the  wealth  of  a  nation  was  measured  mainly  by  its 
stock  of  the  precious  metals ;  and  legislation  exhausted  itself  in 
the  vain  attempt  to  prevent  their  exportation.  That  commerce 
which  brought  home  gold  or  silver  was  considered  a  national 
blessing ;  that  which  carried  it  off  a  misfortune.  This  opinion^ 
which  belonged  to  the  mercantile  school  in  political  economy, 
lingers  yet  in  many  countries,  and  in  many  minds  in  all  coun- 
tries. The  doctrines  on  the  subject  of  the  quantity  of  money, 
to  which  this  opinion  when  it  prevailed  gave  rise,  however,  con- 
tinue to  be  inculcated  as  earnestly  as  before,  although  they  lost 
their  chief  support  when  it  was  admitted  to  be  contrary  to  sound 
policy  to  prohibit  the  exportation  of  coin  or  bullion. 

To  ns  it  appears  that  the  subject  is  wholly  impracticable,  and 
that  no  safe  conclusions  can  ever  be  drawn  from  snch  reasonings. 
The  actual  quantity  of  money  in  a  country  never  has  been,  and 
never  can  be  ascertained  with  sufficiei^t  exactness  to  make  it  the 
ground  of  any  safe  deduction.  The  actual  sum  of  money  em- 
ployed by  any  country  in  its  trade,  for  any  period  of  time,  it  is 
still  m<Mre  impossible  to  ascertain.  And  the  quantity  actually 
needed  in  any  country  for  the  purposes  of  its  trade,  during  any 
certain  lapse  of  time,  is  still  more  indeterminate.  Of  two  coun- 
tries, ihe  annual  value  of  whose  commerce  is  the  same,  one  will 
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require  for  that  commerce  a  much  larger  sum  than  the  other. 
This  may  depend  on  the  relative  extent  of  their  several  territo- 
rieB ;  on  the  state  of  their  roads  and  rivers,  and  other  internal 
oommonications ;  on  the  articles  in  which  they  respectively  deal; 
on  the  eise  and  loeation  of  their  eitiee  and  tomm;  on  the  atate 
of  their  morala;  on  the  nature  of  their  goTemments;  but  more 
especially  on  the  degree  or  extent  to  which  the  credit  system, 
and  its  various  devices  to  save  the  use  of  money,  have  been 
adopted. 

So  it  is  obvious  that  in  the  same  country,  at  different  times, 
varying  quantities  of  money  irill  be  required  to  transact  the 
same  amount  of  business :  this  may  depend  on  a  state  of  peace 
or  war,  on  tiknea  of  tranquillity  or  public  disturbance,  on  actual 
or  apprehended  mischiefs  in  legislation,  and  on  the  state  of  mer- 
cantile confidence.  All  these  are  influences,  the  intensity  of 
which  can  neither  be  measured  nor  estimated.  No  man,  there- 
fore, can  say  what  sum  of  money  is  needed  in  any  country,  at 
all  tunes,  nor  at  any  time.  Whatever  conjectures  may,  even  by 
the  most  observing  and  the  best  informed,  be  indulged  on  this 
subject,  cannot  form  any  data  worthy  of  consideration.^ 

If  positive  quantities  arc  out  of  our  reach,  comparative  are 
only  lo.-s  so ;  it  cannot  bo  doubted  that  there  is  sometimes  more, 
and  .-ijiiutimes  less  money;  and  business  men  often  experience 
fluctuaUuiis  of  this  kind,  whieli  make  this  but  too  plain.  There 
is  no  gauge,  however,  by  wliich  we  can  measure  or  estimate  the 
extremes  of  these  fluctuations,  or  mark  their  intermediate  pro- 
gress. Nor  is  tlie  public  voice  always  correct  in  this  matter ; 
for  very  often  money  is  said  to  bo  scarce,  when  its  lioMers  are 
only  unwilling  to  circulate  it  freely;  and  often  it  is  said  to  be 
plenty,  when  its  circulation  is  only  rapid,  or  when  credit  sup- 
plies its  place.  It  is  often  observed  tliat  the  deposits  in  the 
banks  arc  largest  at  the  time  when  the  cry  of  scarcity  is  loudest, 
and  smallest  when  there  is  no  complaint.  So  that,  although 
there  can  be  no  doubt  that  fluctuations  do  occur,  yet  not  always 
at  the  time,  nor  in  a  way  to  correspond  with  public  opinion. 

>  See  C.  11.  liau,  Sect  206 ;  Storob,  vol.  iii,  note  12. 
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The  alarm  produced  by  fear  of  invasion,  by  rebellion,  by  a  com* 
mercial  criBis,  by  large  failureBi  and  by  many  events  which  dis- 
turb a  commercial  atmosphere,  often  has  the  effect  of  producing 
this  apparent  scarcity  of  money.  At  sncb  moments,  money  is 
deemed  the  most  desirable  possession;  and  all  who  have  it 
pause  before  they  part  with  it,  and  retain  it  if  they  can.  It 
ceases  to  eircolate  freely,  and  the  impression  becomes  complete 
that  money  is  scarce.  When  no  disturbing  cause  is  at  work, 
when  trade  is  brisk  and  confidence  high,  all  are  made  to  feel 
that  money  is  alnmdant,  because  merchandise,  at  sueb  seasons, 
is  more  desirable  than  money.  At  such  times,  too,  the  devices 
for  saving  the  use  of  money  are  easily  kept  in  operation,  and 
are  more  effective ;  money  is  thus  made  more  abundant  for  some  * 
purposes,  by  sparing  it  in  others.  It  seems,  then,  to  be  as  difli» 
cult  to  ascertain  the  actual  increase  or  diminution  of  money 
which  produces  fluctuations,  as  it  is  to  find  the  actual  quantity 
used  or  required  in  auy  country ;  and  in  neither  case  can  any 
approximation  to  the  truth  be  near  enough  to  form  the  basis  of 
Bound  conclusions.  It  is  certainly  better  to  approach  this  sub- 
ject on  safer  grounds,  and  to  regard  it  from  a  point  of  view 
which  Avill  take  in  admitted  fads. 

It"  11  actuations  in  amount  are  injurlons,  causes  and  prevent- 
ives beconio  more  pie<.>>iug  iii(|uiiies  than  the  actual  quantities 
added  or  withdrawn.  It  is  the  varying,  and  not  the  actual  quan- 
tity wliich  does  the  mischief.  We  liave  not  yet,  however, 
arrived  upon  safe  ground.  Not  being  able  to  ascertain  the  sura 
of  money  which  pocs  to  make  up  a  circulation,  nor  the  sums  of 
increase  nor  docrea.so  which  constitute  injurious  fluctuations, 
and  knowini^^  that  other  causes,  such  as  those  already  indicated, 
produce  the  same  effects  as  variations  in  quantity,  there  must 
often  be  danger  of  mistake  in  assigning  causes,  or  in  proposing 
remedies.  On  a  subject  involving  so  many  combinations  as  this, 
those  who  are  most  confident  should  be  the  most  distrusted.  In 
a  general  treatise,  no  useful  rules  can  be  given  for  such  investi- 
gations ;  the  inquirer  must  painfully  and  watchfully  observe  the 
fi&cts,  and  on  these  rest  his  conclusions. 
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Whatever  progress  may  hereafter  bo  made  in  the  statistics  of 
money,  great  uncertainty  must  still  oUng  to  this  sabjeot.  If  the 
amount  of  metallic  money  actually  existing  in  any  country  could 
he  ascertained  with  exactness,  yet  it  could  nefer  be  known  how 
mneh  was  hoarded,  nor  how  mndi  was  in  the  hands  of  those 
who  kept  it  for  months,  or  years,  wholly  unemployed.  So  in 
regard  to  paper  ourrsney.  The  amount  issued  maybe  told; 
but  how  much  is  in  constant  use,  no  one  can  tell. 

If  such  speculations  are  worth  puraumg,  we  leave  them  to 
those  who  find  in  them  an  importance  which  does  not  strike  us. 
Hitherto,  all  that  we  have  seen  on  the  subject  has  been  unsatis- 
factory. What  we  may  further  say,  in  reference  to  the  quan- 
tity of  money  in  circulation,  will  be  under  other  heads.  The 
eflfect  of  (juautity  upon  prices  is  a  question  of  the  highest  im» 
port,  and  must  be  fably  encountered.  So,  also,  the  agency 
of  increased  issues  upon  the  Talne  of  the  currency,  upon  the 
exchanges  in  stimulating  over-action  in  trade.  All  these  are 
subjects  deserving  of  close  attention ;  but  they  involve  other 
facts  and  considerations  than  those  which  concern  the  actual 
quantity  of  money,  and  the  problems  which  they  present  can 
never  be  solved  by  weighing  gulJ  and  bilvcr,  or  numbering 
bank-notes. 

The  quantity  of  coins  required  by  banks  to  meet  their  engage- 
ments id  a  t.])Oci;il  inquiry,  and  will  come  within  the  range  of 
subsequent  chapters.  It  involves  special  considerations  wholly 
different  from  the  question,  what  amount  of  the  precious  metals, 
in  the  shape  of  coins,  it  is  necessary  or  expedient  to  have  for 
the  business  of  a  country.  The  banks  have  a  certain  specified 
duty  to  perform,  and  they  must  form  their  estimates  according 
to  the  nature  of  that  duty.  But  the  quantity  of  metallic  money 
needful  in  a  country  is  wholly  indefinite,  and  must  be  left  to  the 
reeulto  of  tho  spontaneous  action  of  the  people,  and  their  gov- 
ernment. No  such  approximation  is  possible,  as  that  which 
may  be  made  to  the  quantity  required  by  the  banks.  The  real 
subject  is  trade  and  business,  and  the  modes  of  carrying  it  on: 
the  quantity  of  money  required  for  this  purpose  in  a  year  is 
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one  of  that  class  of  questions  which,  though  asked  in  advance, 
must  v!&it  tho  reply  which  time  roTeals.  It  mnj  he  interest- 
ing to  know  bow  many  warehouses,  how  many  clerks,  how  many 
ships,  and  how  manyearts  will  be  employed  during  the  pro- 
gress of  a  year  in  a  particular  ooontry ;  but  the  information  ii  - 
unattainable.  There  is,  besides,  such  a  wide  range  of  manage- 
ment and  eoonomy  in  all  these  things,  that  ezaet  quantities  and 
nombers  become,  in  a  great  degree,  nnlmportant. 
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CHAPIEE  IV, 

{  1.  precious  metah  neither  a  measure  nor  a  standard  of  value  —  Thtjf 
ore  the  legal  standard  of  pai/meni —  The  mint  has  a  standard  of  coinage 
—  Lcjal  tender  —  Objections  to  l^gal  price  of  gohJ  and  sih^er  —  Earl  of 
Liverpool — histancea  of  price  fixed  by  authority  in  Great  Britain^ 
Seignoragc  o»  eotet  for  retaU  business — Watle  and  foUjf  of  vMsssmU 
reooin€tffe — Legcd  tender  at  market  price  the  proper  tvIa  in  large  trans' 
aeiions. 

We  ba?e  seen  tliat  there  is  »  yeiy  obvions  distmctbn  between 
price  and  payment ;  that  prices  are  named  mncb  more  fnqpeikiiy 
than  sales  take  place,  or  payments  are  made.  If  the  price  is 
not  satisfactory,  neither  sale  nor  payiiient  follow.  It  is  only 
when  a  transfer  of  property  occurs  that  payment  is  required,  and 
that  the  equivalent  employed  to  effect  that  purpose  is  produced. 
The  parties  understand  each  other  as  fuUy  when  the  price  is 
named,  as  when  the  payment  is  made.  Prices  are  named  upon 
assumed  quantities  of  the  article,  to  which  the  price  is  affixed ; 
this  specified  quantity  must  be  carried  in  the  mind,  as  well  as 
the  value  of  the  unit  of  the  money  of  account.  Actual  weight 
or  measurement  by  the  parties  ascertains  the  quantity  of  goods ; 
coinage  is  generally  the  mode  of  defining  the  quantity  of 
the  precious  metals  employed  in  payment.  Men  are  not  always 
aware  tliat  they  employ  the  money  of  account  in  stating  the 
value  of  their  own  national  coins.  When  a  sale  to  ilic  amount 
of  one  hundred  dollars  occurs,  and  payment  is  offered  in  British 
sovereigns,  their  value  is  stated  in  accurdance  with  the  then  ruling 
'  price,  from  S4.80  to  ^4.00,  and  tlic  quantity  paid  is  adjusted 
accordingly:  if  the  payment  be  made  in  eagles,  tlie  process  is 
the  same ;  the  quantity  of  gold  in  ten  eagles  is  readily  ntated 
at  the  known  price,  ten  dollars  each ;  but  if  the  eagles  are  of 
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the  old  coinage,  they  maj  be  rated  at  one  dollar  and  fire  or  six 

cents. 

The  preoiow  metals  are,  in  no  proper  sense,  a  mea9ure  qf 
voZue;  thejare  simply  a  conrenient  equivalent,  being  of  very 
great  value  in  small  compass,  susceptible  of  being  brought  to 
vniform  quality,  and  of  being  snbdivided  into  pieces  or  coins  of 
any  required  weight .  These  pieces  are  not  employed  as  moasnres ; 
they  are  never  piodnoed  to  express  or  ascertain  a  price,  or  show 
what  a  pnrehaser  or  seller  would  give  or  take  for  any  article. 
If  this  were  necessary,  the  equiyalent  in  coins  would  have  to  be 
laid  down  in  every  transaction,  that  the  party  to  whom  an  arti- 
cle of  merchandise  was  offered  might  know  its  price.  When  a 
horse  is  said  to  he  worth  an  hundred  dollars,  the  price  is  better 
understood  than  if  one  hundred  dollars  In  silTcr  or  giAd  coins 
had  been  exhibited  as  the  measure  of  the  Talue.  Neither  does 
expressing  prices  consist  in  naming  coins,  or  any  number  of 
them ;  for  this  facility  in  stating  prices  is  the  same,  whether,  or 
not,  there  exist  any  corresponding  coins — as  was  exhibited  in 
the  case  of  our  colonial  pounds,  shillings  and  pence. 

The  same  considerations  prove  that  the  precious  metals  are 
not,  strictly  speaking,  employed  as  a  sign  or  representative  of 
value.  They  are  neither  signs  nor  representatives,  in  any  prac- 
tical sense  of  these  words.  Such  expressbns  have  all  sprung 
from  the  want  of  attention  to  the  functions  ef  a  money  of 
account.^ 


'  The  Bail  of  Idverpool,  ia  has  elaborate  **  Treati«e  on  the  Coins  of  the 
Beeliii/'  thai  sons  np  the  imperfeetimie  of  ooin  as  a  aeMan  of  talae:  — 

**  1  Coins  are  aa  imperfect  measure,  beoaoee  th^flnotuate  ia  valoi  e?on 
when  i»:ido  of  one  metal  only.  Neither  gold  nor  silver  will  now  purcbaso 
n«»  iiiui.  h  (if  ;\ny  article  as  before  the  discovery  of  America.  Al  aj&oasurep 
ncitlier  can  now  be  of  the  same  import  as  formerly. 

**2.  If  coins  are  made  of  both  metals,  they  are  liable  to  vary  with  refer- 
ence to  each  other.  In  the  43d  of  EUiabeth,  fine  gold  was  to  fine  silver,  at 
the  EngUsh  mint,  aa  11  to  1.  In  1663,  it  was  14|H  to  1.  Gouieaa  were 
then  ooined  as  20  shilling  pieces.  After  many  flaotnations»  and  tuinfn  aa 
high  as  20  shillin;;^,  they  were  fixed  by  proclamation  at  21  shillings.  Fine 
gold  is  now  [ISO.I]  as  \  to  1. 

"  3.  If  the  soTereigQ  attempts  to  &x.  the  rate  or  valoe  at  which  coins  of 
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Another  attribute  frequently  driven  to  the  precioiu  metals  is, 
that  they  are  a  fAandard  <^  value.  This  is  equally  inaccu- 
rate. There  may  be  a  common  equivalent  —  an  article  that  is 
commonly  given  in  exchange  for  other  articles ;  but  there  can 
be  no  standard  of  Uie  valoe  of  all  articles  of  merchandise. 
Every  commodity  may  have  its  standard  of  qnality— a  certain 
grade  being  assnmed,  with  which  all  other  specimeDS  are  to  be 
compared ;  but  no  one  article  can  be  aasnmed  or  regarded  as  a 
standard  for  other  things  of  a  totally  different  Idnd.  Gold 
cannot,  in  the  mint,  be  made  the  standard  for  silver ;  nor  can 
silver  be  made  the  standard  for  gold.  Much  less,  taking  the 
whole  range  of  articles  of  human  consumption,  can  there  be  any 
standard  of  value  or  price  to  which  all  can  be  referred,  or  with 
which  all  can  be  compared.  The  term  standard  is,  then,  inac- 
curately applied,  when  it  is  used  with  any  such  signification.  It 
is  said,  for  instance,  that  the  standard  of  Great  Britain  is  gold ; 
and  that,  until  recently^  that  of  France  and  the  United  States  was 
thedoublestandardof  gold  and  silver.  Standard  of  what?  There 
can  be  no  such  thing  as  a  general  standard  of  value.  The  term 
standard,  thus  used,  is  a  common  but  ill-cliosen  expression  of  the 
fact,  that  in  Great  Britain  gold  is  the  standard  of  payment,  and 
that  in  France  and  the  United  States  both  gold  and  silver  were 
the  standards  of  payment ;  or,  to  adopt  legal  language,  gold  in 
Great  Britain,  and  gold  and  silver  in  France  and  the  United 
States,  were  a  legal  tender  in  payment  of  debts.  If  the  term 
standard  is  employed  at  all,  it  should  be  standard  of  pavincnt. 

That  there  should  be  some  legal  mode  of  discharging  a  debt 
is  the  settled  policy  of  modern  times.  In  some  ctumtries,  gold 
is  made  a  legal  tender,  in  some  silver,  and  in  some  both  these 

different  raetols  ehall  paM»  a  third  imperfection  is  pereeived.  Their  prices 

in  the  market  will  frequently  diffor  from  tho  rate  at  which  he  has  valued 
thorn  in  coins ;  rind  when  cr'm",  of  two  metals  arc  made  a  legal  tender, 
there  will  bo  two  measures  of  property,  oecasionally  dilTering  from  each 
other.  The  speculator  will  profit  by  this,  aod  the  debtors  will  pay  debts  in 
tho  cheapest  medium. 

**  A  fourth  imperfeetion  is  that  which  ariees  from  gradual  wear,  which 
will  lead  to  the  melting  of  heavy  coins,  and  keeping  the  light  only  in  ciron* 
UtioD/' — **C(nn»  qfOe  Reatm,"  pp.  10, 11,  IS. 
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metals,  in  discharge  of  debts.  Po  willincr,  however,  arc  people 
to  receive  i)aymeat  of  what  is  due  to  tlioui  in  the  ordinary  cur- 
rency, wliatever  it  may  be,  that  it  is  very  rare  to  see  a  formal 
tender  of  gold  or  silver,  or  to  hoar  of  such  a  demand.  Their 
use  amonr;  the  banks,  and  in  })aynient  of  foreign  balances,  does 
not  proceed  from  its  being  a  legal  tender,  but  from  pure  com- 
mercial reasons,  which  would  be  equally  operative,  if  the  law  of 
legal  tender  did  not  exist.  Gold  ^  or  Bilver  would  seldom  be 
refused  in  discharge  of  a  debt,  even  if  no  law  required  iu 
Few,  however,  will  dispute  that  it  is  expedient  ta  provide  eome 
legal  mode  of  paying  a  debt,  that  every  man  may  be  able,  in 
some  way,  to  obtain  a  legal  acquittance  of  his  pecuniary  obliga- 
tions, or  at  least  be  discharged  from  liability  for  subsequent 
intereety  if  the  creditor  refuses  (0  aeoept  the  legal  medium  of 
payment.  It  is  in  tliis  sense  that  the  word  standard  may  be 
applied  to  gold  and  silver,  apart  from  their  quality,  with  some 
degree  of  propriety. 

Though  it  is  the  policy  of  modem  nations  to  establish  a 
standard  of  payment,  and  though  gold  or  silver  are  the  best 
substanoee  for  that  purpose,  not  only  by  reason  of  their  intrinsic 
value,  bnt'on  aecoont  of  their  bdng  so  generally  and  so  long 
used  as  mon^,  there  are  objections  tofonnff  tAs  priee  by  law  at 
which  gold  or  silver,  or  both,  shall  be  received  in  payment  of  a 
debt  This  has  been  done  In  the  face  of  the  admitted  Uat  that 
both  the  precious  metals  fluctuate  in  vahie.  Nothing  has  con> 
tributed  more  to  obscure  the  subject  of  money  than  this  fixing 
by  law  the  priee  of  gold  and  silver. 

"So  one  has  ^aced  the  argument  in  favor  of  the  government 
fixing  the  price  of  the  precious  metab,  in  a  more  distinct  and 
forcible  form,  than  the  Earl  of  Liverpool.  He  quotes  Mr.  Harris 
as  differing  on  the  point  from  Mr.  Locke  :  —  "He  [Mr.  Harris] 
thouiilit  tliat  the  rcfTulation  of  tlic  value  of  coins  —  tiiat  is,  the 
nominal  value  at  which  they  were  to  be  legal  tender  —  was  a  sub- 
ject of  too  much  importance  to  be  entrusted  at  any  time  to  pri- 
vate judgment ;  and  it  is  certain  that  there  has  generally  been  a 
clause  in  tlie  mint  regulations  declaring  at  what  nominal  rate  or 
value  the  coins  directed  to  be  made  should  be  current.    It  is. 
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indeed,  hardly  possible  that  the  people  in  general,  particiilarly 
those  of  an  inferior  class,  should  bo  able  to  exercise  any  true 
judgment  oa  the  iatdonsio  or  relative  value  of  the  metals  of 
•  which  waj ooins  sre  composed;  and  if  thejr  were  to  attempt  to 
exercise  such  jadgment,  they  would  be  expceed  to  perpetual 
iiraads  and  impositions  from  money  jobbers,  and  others,  who 
understand  the  bnsineae  better  than  themselves.  The  practice 
of  all  governments,  in  everji  age,  has  coincided  with  the  (q[Mnion 
of  Mr.  Harris;  and  experienco  has  evinced  the  necessity  of 
fixing,  by  pnUio  authority,  the  rate  or  value  of  coins  of  ereiy 
denomination  pemitted  to  be  eoirent  as  lawful  money  or  legal 
tender."* 

This  is  a  distinct  assertion  of  what  many  deny,  that  the  price 
of  emnB  under  the  prerailing  systems  of  ecnnage  is  fixed  by 
aathority.'  The  reason  of  this  practice  of  all  gOTemments  is 
sound,  so  far  as  eoncems  the  classes  the  Earl  of  Liverpool 
would  protect.  The  system  of  coinage  which  prevails  in  England 
for  silvor,  is  a  protection  to  these  chases.  The  same  system  can 
he  applied,  with  proper  modifications,  to  gold,  and  the  preteetion 
would  be  equally  complete. 

The  objectum  that  the  people,  in  general,  are  not  ahle  to 
exercise  any  troe  judgment  as  to  the  value  of  the  metals,  is  of  no 
weight ;  because  there  is  always,  and  must  be,  a  market  price 
of  gold  and  silver,  which  does  not  and  cannot  depend  on  the 
judgment  of  people,  superior  or  inferior,  as  to  the  intrinsic  value 
of  tlieso  inetalti.  It  is  a  price  determined  by  the  course  of  trade, 
and  the  course  of  procurinti;  the.  precious  metals.  The  practice 
of  governments,  and  legislation  on  this  subject,  has  been  too 
exclusively  guided  by  consideration  of  the  merest  retail  trade, 
and  should,  therefore,  have  been  confined  to  that  business.  It 
is  in  the  power  of  governuients  to  fix  the  price  of  coins,  so  far 
as  they  can  be  emitloycd  in  the  retail  business ;  but  beyond 
that,  no  public  rcgulaiioii  is  needed ;  and  none  can  definitely 
fix  the  price  of  coins  or  bullion,  for  commerce  will  make  its 
own  price.   It  is  true  that  governments  can  enforce  a  law  of 

1  "Goiiw  of  th«  IUaUd,"  pa^Q  16. 
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legal  tender,  even  against  tlic  course  of  commerco  and  the  laws 
of  trade,  as  to  the  payment  of  debts. 

Tliis  is  what  is  atteniptcd  by  the  previiilin;:^  pv.-tem,  which 
results  in  one  price  of  the  precious  metals  arisinL'  fvom  the  trade 
of  particular  nations,  ami  of  the  world  ;  and  another  \}V\c<'  by 
public  authority,  according  to  which  debts  must  bo  paid,  if  so 
demanded.  But  this  demand  is  almost  never  made,  and  so  far  the 
law  of  legal  tender  is  inoperative.  •  In  all  tnuuactioiis  between 
the  people  of  different  nations,  the  commercial  price  of  bullion 
and  coins  is  alone  acknowledged.  As  the  people  of  no  class  are 
in  the  habit  of  demanding  payment  in  gold  or  silver  at  the  mint 
price,  it  would  not  disturb  them  in  the  least  if,  in  soma  over 
neither  coins  nor  bullion  were  a  tender  at  any  other  tlmn  tho 
current  commercial  price.  The  neceasitj,  then,  of  fixing  the 
price  of  coins  by  public  authority  is  not  acknowledged,  and  docs 
not  exist  beyond  the  wants  of  the  merest  retail  trade.  Beyond 
that  it  is  operative  only  for  mischief,  and  is  prmcticallj  repn- 
diated  by  foreign  merchants,  and  by  the  domestic  also,  so  far  as 
durect  dealing  in  bullion  is  concerned. 

It  is  evident  that  the  Earl  of  Liverpool  labored  under  the 
mistake,  that  prices  are  fixed  and  expreraed  in  G<»ns :  if  he  had 
not  been  wrong  in  this^  he  would  have  felt  less  afraid  to  leave 
cmns,  in  large  sums  at  least,  to  the  market  rate. 

It  is  in  naming  the  rate  at  which  coins  shall  pass,  that  goveriK 
ments  plaoe  a  fixed  price  upon  gold  and  silver.  It  is  done,  i|i 
the  case  of  domestic  coins,  by  prescribing  very  aocnrately  the 
weight  of  the  coin,  to  make  it  correspond  in  value  to  some  spe- 
cial amount  expressed  in  money  of  account.  In  the  case  of 
foreign  coins,  it  is  done  by  stating  the  price  directly  in  the 
money  of  acc  nuiL  A  very  general  mistake  is  involved  in  this, 
which  may  be  mentioned  here,  although  it  does  not  concern  the 
present  question.  It  is  assumed  that  the  circulation  of  money, 
the  stating  of  prices,  and  the  reckoning  of  accounts,  will  be  faci- 
litated by  a  correspondence  between  the  coins  and  the  deuomi- 
nations  of  the  money  of  account.  This  is  only  true  in  tho 
merest  retail  transactions.  In  large  payments,  it  has  operated 
unfavorably  to  the  interests  of  trade,  by  causing  the  coins  to 
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oirenlate  at  their  nominal  rate,  after  they  b^an  to  bo  Beriooaly 
deteriorated  by  wear,  and  hj  fraudulent  oaages.  When  this 
takes  place,  as  has  frequently  been  the  case,  the  evil  is  one 
which  becomes  yearly  more  difficnlt  to  cure;  and  serions' dis- 
turbance, both  of  the  money  of  account  and  of  the  coinage  itself, 
is  the  final  result,  with  great  national  and  individual  loss.  What  < 
is  needed,  in  largo  payments  of  the  precious  metals,  is  not  a  cor- 
respondence  with  ^e  money  of  account,  but  accurate  weights, 
and  the  proper  standard  of  quality.  If  gold  and  silver  were 
duly  assayed,  and  weighed  in  bars  of  convenient  size,  with  the 
proper  stamp  of  the  mint,  their  value  could  as  readily  be  stated  in 
money  of  account  a.s  if  it  were  in  coins,  and  it  could  be  paid  and 
received  much  more  readily.  Largo  paymuntri  in  gold  are  now 
liiudc,  in  Eu<^land,  by  weight;  and  the  same  is  true,  to  a  con- 
siderable extent,  in  France  and  the  United  States. 

The  price  of  the  precious  metals  is  fixed,  by  law,  to  the 
minutest  possible  fraction.  The  public  authority  assumes  no 
arbitrary  weight  for  coins,  but  requires  them  to  correspond  in 
value  to  some  denominitiion  of  tlie  money  of  account.  It  orders 
that  a  certain  quantity  of  guM  or  .silver  shall  pass  for,  or  be  a 
legal  tender  for  a  certain  amount.  When,  for  the  first  time,  an 
English  sovereifrn  was  coined  in  1816,  it  was  required  to  cont.'tin 
5dwt8.  grains  of  standard  gold,  or  4  dwts.  17, ,  grains 

of  pure  gold :  that  is,  that  quantity  of  gold  was  then  declared 
to  be  worth  a  pound  sterling.  That  regulation  continues,  with 
slight  change,  to  this  day ;  and  the  unit  of  the  English  money 
of  account  is  thus  unhappily  placed  at  the  hasard  of  every  fino- 
tuation  in  the  price  of  gold. 

As  the  sovereign  was  intended  to  be  the  actual  equivalent  to 
the  pound  sterling,  46/2*j  sovereigns  were  to  be  coined  from  the 
pound  of  standard  gold.  By  this  method,  5  dwts.  ^j^^  grains 
of  standard  gold  were  made  a  legal  tender  for  a  debt  of  one 
pound  sterling,  and  one  pound  of  gold  was  made  a  legal  tender 
for  £46  14t.  6i.  This  arrangement  was  made  in  pursuance  of 
an  act  of  Parliament,  and  could  only  be  changed  by  the  same 
authority:  until  such  authority  is  exerted,  the  same  quantity  of 
gold  could  be  legally  tendered  only  for  the  same  sum,  and  ia 
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greater  or  less  quantities  in  proportion  to  the  sum  to  be  paid. 
Ibis  18  not  the  same  tliin^r  to  assert  that  an  ounce  of  gold,  or 
a  pound  of  gold,  is  a  legal  tender  for  an  ounce  of  gold,  or  a 
pound  of  gold,  as  must  be  alleged  by  those  ^  ho  leave  wholly  out 
of  view  the  money  of  account.  There  has  lieen  no  time,  in  the 
last  five  centuries,  when  the  bankers  and  merchants  of  the  cities 
of  Europe  could  not  at  once  tell  the  value  of  bullion  by  weight 
in  their  respective  moneys  of  account.  It  has  always  been  so 
expressed ;  and  the  coinage  of  every  country  in  Europe  has,  ibr 
a  longer  period  than  five  centuries,  been  regulated  by  tho  money 
of  account  of  each  respectively.  We  can  now  readily  refer,  ia 
various  authors,  to  the  price  of  gold  per  ounce,  or  pound,  from 
the  year  1350  to  the  present  time.  The  English  sovereign,  now 
the  legal  equivalent  for  a  pound  sterling,  is  a  coui  of  the  recent 
date  of  1816. 

For  many  centuries  previous  to  1816,  the  pound  sterling  of* 
account  had  no  r^resentative  in  the  coin.  An  attempt  waa 
made  to  furnish  one  in  the  guinea.  But  the  price  of  gold  was 
then  too  fluctuating,  or  the  quantity  of  gold  it  required  was  not 
properly  adjusted.  This  coin  was  quoted  at  various  prices  in 
the  money  of  account,  until  it  was  finally  fixed,  when  Shr  Isaao 
Newton  was  Master  of  the  mint,  at  twenty-one  ehilluigs.  It  had 
ranged  previously  between  twenty-two  and  thirty  shillings. 

So  much  does  the  history  of  English  coinage  abound  in  proof 
that  tho  government  has,  for  centuries  past,  fixed  the  price  of 
the  precious  metals  in  coins,  that  it  seems  strange  it  could  ever 
have  been  denied  or  doubted-  It  can  be  denied  by  tiiose  only 
"wlio  cannot  conceive  of  coins  as  anything  else  than  a  measure 
of  value,  not  measurable  by  anytbing  else.  Those  who  cannot 
conceive  of  a  pound  sterling  as  having  any  other  meaning  than 
twenty  silver  shillings,  or  four  crown  pieces,  or  a  sovereign,  in 
gold ;  or  who  cannot  conceive  of  a  shilling  as  having  any  other 
Kignilicance  than  the  silver  that  is  in  a  shilling,  cannot  of  course 
understand  how  these  mint  regulations  fix  tlic  price  of  gold  and 
silver.  A  reference  to  the  history  of  English  coinage  reveals 
that  the  terms,  pounds,  shillings  and  pence,  have  long  been  em- 
ployed to  express  values  ia  a  way  that  shows  them  to  have  a 
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meaning  wholly  independent  of  coinage.  The  value  denoted  by 
these  terms  haa,  in  fact,  iuiiiished  the  sole  mode  of  regulating 
the  weight  and  dcnominatious  of  the  coinsJ 

*  On  the  29th  of  Janaarj*  1660,  in  the  nign  of  Charles  II.,  n  Mjil  pro- 
clamation was  issned,  fixing  the  prioe  at  which  a  variety  of  (brdgn  ooina 
should  be  as  onrrent  as  sterling  money  of  England ;  as  follows:  — 

Wrlgfit  Price, 
f  The  Spa&uh  or  French  QuaiLrupIo  Pistole...  17  dmU,  8  grs.  .„  £3  it.  Od. 
i  Doobk  Qoid  Dnoat.....  4   "  13  «  ...  — ItikML 

gjj^^  f  M«xi«sa  DoUmti  w  pieea  of  •ight.».....M»«.  17  4«.  9d, 

1  Onoatoon*  I...  *...*......»••■•.«....««.«•<».  20   **  U  **      —  i9,9dm 

In  the  year  16C1,  in  Augnst^  another  proclamation  fixed  the  ntes  al 
which  vartoos  eoins  should  be  onrrent  within  the  realm ;  as  follows ;  — 

The  Unito  now  eonmi  at  -2«.  Od.  to  bo  curront  at  2?.«.  6i/. 
Double  Crowtt  «  Uh.  Od.     «         «         lit.  9d. 

Thistle     «      *'  U.  4?(/.  «         «  4t. 

In  June,  IG83,  another  proclamation  was  issued,  fixing  the  price  of 
foreign  coios.   We  give  the  fuUowiug  as  specimeDs :  — 

Wdgbt  Prioe. 
The  Oddea  Bid«r.».M.». ........  •  dwtc.  U  grs.  .........  £1  it.  td. 

Quailruiflc  Pi^lolo.. 

Double  Pistole  «   8    "    14    "    I  15#.  — 

Ducat   2    «      6    "    —   »».   — • 

In  IG88,  the  same  coins  wcro,  by  another  proclamatiun,  made  current 
respectively  as  follows :  —  XI  is.,  JC3  16^.,  £i  18«.,  and  XO  10s. 

In  1605,  Parliament  <esolTed,  on  the  15tb  of  Febmary,  that  goineas 
ehould  not  pass  above  the  rate  of  28  shillings.  In  n  few  weeks  afterwardt, 
the  rate  was  lowered,  by  the  same  authority,  to  26  shillings.  In  IGOH,  the 
IIouFse  of  Commons  resolved  that  '*no  peiion  shall  be  obHged  to  take 
guineas  at  -2  shillings  a-piece."* 

In  1717,  the  price  of  guineas  was  declared  to  be  21  shillings.  A  propor- 
tionable rate  was  fixed  on  other  gold  coins,  and  they  were,  for  the  first  time, 
made  a  legal  tender.* 

Li  September,  1737,  the  Mowing  priees  were  aflzed,  hy  royal  proel** 
malaon,  to  various  oofais : — 

Wd^t  ran. 

Otitnes.   —  dwts.  —  grs.  .........  £1  2f.  9d. 

Moidore   «     «     22    "    .........    1  W. 

Quodropl©  Pi9tole...........„.„».«  IT    **     8    "  .........   3  IS*  — 

iMuis  d  Or   •    «     •    **   .........    1   Sit  — ' 


ft  AanilS  vf  dofaiafi^  toL  n.  p.  3.         *  Ibid.  p.  5.         *  Ibid.  p.  19. 

*  Ibid.  p.  40.  '  T^nti  p.  6ft.   Lord  Livevpsefs  Cfliai  of  the  Bsshn,  p.  84 

*  fiading's  Annals  of  Coinage,  voL  iL  p.  77* 
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In  Great  Britain  the  unifonn  practice  has  been,  fcr  eentnries, 
to  fix  the  price  of  coins,  both  foreign  and  domestic,  hj  law.  The 
histoiy  of  British  coinage  abounds  in  illustrations  of  the  mis- 
ohieft  resulting  from  this  policj;  and  also  in  proo&  that  the 
money  of  aeconnt  was  employed  in  the  arrangements  of  the  coin- 
ago,  bnt  without  a  clear  conception  of  its  character  and  proper 
functions.  The  price  of  all  coins,  foreign  and  domestic,  was 
fixed  by  law ;  and  the  weight  of  coins  was  made,  in  the  mint, 
to  conform  in  the  minutest  fraction  to  values  expressed  in 

In  1770,  a  new  coinage  of  gold  wm  made,  nt  the  rate  of  44}  gninoas  to 
the  poand  Troy.  And  of  Kkmr,  at  the  nte  of  62  sbUltogB  to  the  pound 

Troy.' 

In  1797,  a  new  gold  coin  was  issued,  weighing  1  dwt.  IdjVsVo  grainSf 
wliich  was  proclaimed  current  at  7  shillings.^ 

In  1816,  it  wai  enaetod  by  Pnrluuaoat  that  tSlnat  thonid  be  coined  into 
66  ehillings  to  the  poand  Troy;  crowns,  half  crownst  and  dzpencea,  to  be 
at  the  same  rate.  SUtof  was  not  then  worth  66  ehilUngs  the  pound,  though  • 
made  a  legal  tender  at  that  rate.  This  oTer-valuation  has  saved  the  British 
silver  coinage  from  exportation,  and  from  the  melting:  pot ;  whilst  its  being 
restricted,  as  a  legal  tender,  to  40  shillings  has  prevented  any  abuse  from 
i\A  being  offered  in  large  sums.  This  coinage  was  completed  in  1817 ;  and, 
by  proclamation  of  that  date,  it  was  ordmned  that  Aese  new  coins  should, 
on  and  after  the  13th  of  Februaiy  of  that  jear,  be  lawM  monOy  of  Great 
Britain.* 

On  the  1st  of  July  of  the  same  year,  anew  gul  1  i  in  was  made  current 
by  royal  proclamation:  —  "Each  piece  was  to  be  uf  the  value  oi  2')  phil- 
lings,  and  of  the  weight  of  5  dwts.  -^f^ioa  grains;  the  piece  to  bo  called  a 
sovereign,  or  20  shilling  piece,  and  to  pass  and  be  received  as  of  the  value 
of  20  diilUngs  of  lawful  monej  of  Great  Britain  and  Ireland,  io  all  pay- 
ments whatsoever."^ 

In  May,  1821,  a  royal  proclamation  was  issued,  repeating  the  above  order 
us  to  (he  value  and  weight  of  the  sovereign.  On  the  accession  of  William 
IV.,  the  value  and  weight  of  the  gold  and  silver  coinage  was  again  esta- 
blished as  ubovo. 

On  the  8th  of  July,  1838,  in  the  second  year  of  Victoria,  the  value  and 
weight  of  the  gold  coins  were  declared  to  be  as  follows:  —  Double  suvc- 
reigns,  IQdwts.  5  gndns;  sovereigns,  5  dwts.  2}  grains;  half  sovereigns, 
2  dwts.  13^  grains.  This  exhibits  a  slight  decrease  in  weight,  the  legal 
prioe  being  the  same.* 

'  Kuiiiug'ii  Auuuid  ut  Cwiiuagis,  voL  ii.  pp.  82-;i.  *Ihid.p.98. 
■  Ibid.  p.  •  Ibid.  p.  121.  •  Ibid.  p.  ISL 
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money  of  acoonnt.  UDdoubtodly,  the  cxpresaioiiB  of  valiio  thus 
affixed  to  specific  quantities  of  gold  and  siWer  were  regarded  as 
perfeetly  definite  and  intelligible.  The  liieanmg  of  the  royal 
proclamations,  and  acta  of  PaiHament,  were  fiillj  comprehended, 
whether  they  declared  a  giiinea  to  be  of  the  "valae  of  20,  or  21, 
or  22,  or  25,  or  30  shillings.  The  language  of  the  money  of 
account  was  used,  tliorctbre,  to  murk  and  designate  the  legal 
value  of  any  particular  coin.  It  waH,  in  fact,  the  only  means 
the  public  authorities  had  to  make  known  the  value  of  a  coin; 
for,  after  coins  arc  once  introduced,  the  people  lose  the  habit 
of  expressing  the  value  of  tlie  precious  metals  by  weight.  They 
take  the  fixed  weight  in  the  coins,  and  the  price  fixed  by  law, 
and  thus  loue  sight  of  the  didtiuctiou  between  coins  uud  ^ouey 
of  aceount. 

Whether  the  oriijinal  subdivision  of  the  pound  of  silver,  in  the 
English  and  French  coinnge,  was  governed  by  a  money  of  account 
then  existing,  we  need  not  inquire;  but  it  is  very  certain  a  money 
of  account  ppocecdc<l  from  that  coinage.  If  the  coins  at  first 
only  corresponded  with  known  weights,  and  if  they  Avere  passed 
merely  as  equivalents,  by  specific  exchange,  for  other  articles, 
that  state  of  things  only  lasted  until  pounds  and  shillings,  or 
sols,  came  to  be  impressed  on  the  public  mind  as  a  money  of 
account ;  anil  from  that  time  the  coins  would  be^  and  were  really 
valued  in  the  money  of  account.  AU  prices  thereafter  would  be 
e^qHressed  in  money  of  account,  and  coins  would  bo  merely  pieces 
of  gold  or  silver,  with  a  public  certificate  of  weight  and  quality, 
subject  to  rise  and  fall  in  price  as  any  other  commodity :  that 
Is,  if  any  ebange  in  price  or  market  value  took  place,  the  money 
of  acoqunt  would  register  it,  as  in  the  ease  of  other  articles* 
But  if,  in  this  state  of  things,  the  government  again  intervenedj 
and,  ajrailing  itself  of  the  already  formed  money  of  account, 
decreed  that  certain  coins  should  be  a  legal  tender  at  a  certain 
rate  or  price,  then,  from  that  time,  the  law  mhde  those  coins 
receivable  for  a  fixed  sum  or  price,  whatever  may  be  their 
aetual  value.  From  that  time  their  variations  in  market  value  . 
could  bnly  be  followed  by  those  skilled  in  the  mysteries  of  foreign 
exchange,  or  who  were  fismiliar  wi&  the  necessary  distinctionB 
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* 

between  coins  and  money  of  aooonnt  The  fact  that  a  coin  was 
made,  by  law,  a  tender  for  the  same  amoant  of  debt,  howe?er  its 
Take  might  change,  would  have  strongly  tended  to  prevent  sneh 
coin  from  varying  in  prioe.  The  law  in  such  cases,  however,  can- 
not permanently  give  a  value  to  ooins  much  above  the  intrinsic 
worth  of  the  metal  contained  in  them.  Eveiy  attempt  at  this 
has  failed.  The  money  of  aocoimt,  in  sneh  easesi  may  be  de- 
stroyed and  reoonstmoted  according  to  the  new  coinage ;  bat  if 
not,  it  will  ultimately  vindicate  its  fonctmns^  and  both  mark  and 
express  the  true  valne  of  every  coin,  whatever  the  alteraticms  it 
may  have  andergone.  It  is  tree  that  a  coinage  used  for  the 
purposes  of  change  may,  to  a  small  amount^  be  sustained  by  law 
at  a  point  above  its  intrinsic  value,  as  is  the  case  now  with  the 
English  silver  coinage,  which  is  a  legal  tender  to  the  amount  of 
only  forty  shillings,  and  of  our  silver  coinage  under  a  dollar. 
And  this  may,  no  doubt,  be  done  in  the  same  way,  and  for  the 
same  purpose,  anywhere,  if  the  over-valuation  does  not  exceed 
the  cost  of  coinage.  To  this  extent  only,  indeed,  can  coin  be 
rescued  from  the  laws  ^vliicli  govern  bullion.  Where  coin  is 
occasionally  employed  in  the  large  ojierations  of  commerce,  it 
has  ever  been,  and  must  ever  be,  mainly  regarded  as  bullion. 

The  test  of  exportation  must  always  bring  it  to  its  market 
value  as  bullion.  The  moment  it  becomes,  in  the  course  of  trade 
or  foreign  expenditure,  the  interest  of  merchants  to  export 
bullion,  it  mu-t  go,  and  it  can  only  go  at  iis  value  as  bullion. 
The  mints  of  Fmnco,  England,  and  other  countries,  have  been 
employed  for  centuries  in  coining  gold  and  silver,  onh"  to  find 
their  coins  passing  from  one  to  the  other  for  rccoinage.  Im- 
mense sums  have  thus  been  Avasted  in  the  cxpcnr^cs  of  coinage, 
for  no  good  end  whatever.  Coins  are  only  useful  in  the  retail 
trade,  and  they  can  only  be  retained  in  circulation  by  placing 
upon  them  the  full  expense  of  coinage.  It  is  perfectly  right 
that  the  retail  trade,  which  requires  these  coins,  should  bear 
the  whole  expense  of  coinngo ;  the  convenience  and  advan- 
.  tage  of  coins  in  tliat  trade  fully  justifies  a  deduction  from 
the  coins  of  the  full  cost  of  the  labor  bestowed  upon 'them. 
But,  in  large  operations  in  the  precious  metals,  ooins  are 
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not  seeded;  s&d  ihe  expense  of  coinage  is,  tberefore,  wholly 
ket. 

In  small  transactions  coins  are  not  only  nsefnl,  but  nearly 
indispensable;  they  have,  therefore,  a  speeial  yalne  for  that 
purpose.  In  large  transactions  ingots  are  more  oonTenient  than 
coin,  beoanse  weighing  is  less  troublesome  than  eonnting ;  be- 
eaose  there  is  less  danger  of  counterfeits ;  and  becanse  there  is 
no  complication  between  the  legal  and  the  market  price. 

It  results,  from  this  view  of  the  subject,  that  coinage  should 
Lc  coiiliiic'd,  as  nearly  as  possible',  to  the  amount  required  for 
the  retail  trade;  that,  to  prevent  its  being  melted  at  home  or 
recoined  abroad,  the  whole  expense  of  coinage  should  bo  de- 
ducted from  the  coins ;  that  the  legal  tender  of  coins  thus  over- 
valued should  not  exceed  a  small  sum,  in  coiiiH  of  silver,  and  an 
amouut  somewhat  larger,  in  coins  of  gold.  This  l>eing  arranged, 
both  gold  and  silver,  in  bars  assayed  and  stamped  at  the  mint, 
sliould  be  a  legal  tenflor,  at  the  market  price,  in  payment  of  all 
debts.  Foreign  coins  should  of  course  be  regarded  as  bollion, 
and  bo  a  legal  tender  at  the  market  rate. 

With  this  very  simple  and  natural  arrangement,  an  abundance 
of  coin  miglit  at  all  times  be  secured  for  the  retail  trade  ;  bo- 
cause  it  ^vonld  never,  in  the  first  instance,  be  sought  for  exporta- 
tion. The  jn  ocious  metals,  freed  from  arbitrary  valuations  by 
law,  woultl  in  all  larirc  transactions  fall  into  the  rcirular  clian- 
nels  of  trade,  and  become  subject  to  the  laws  of  supply  and 
demand.  None  of  those  extraordinary  and  often  mysterious 
movements  in  bullion  and  coin,  which  now  frequently  take 
place,  could  occur ;  for  the  price  of  gold  and  silver  would  be 
gorcrned  constantly  by  the  exigencies  of  the  demand.  \Vhen 
required  to  liquidate  a  balance  of  trade,  it  woold  he  purchased 
just  as  bilb  of  exchange  are  for  the  same  purpose.  There  is  no 
more  reason  W^y  he  who  must  remit  for  goods  purchased  in 
foreign  countries  should  have  gold  or  silver  at  a  fixed  price, 
than  that  he  should  have  floor  or  cotton,  if  he  find  it  for  hia 
advantage  to  make  his  remittances  in  those  oommodities.  Under 
sneh  regulations,  no  country  could  drain  off  the  precious  metals 
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from  another,  by  any  device,  wifehoat  paying  the  price  canaed  by 

their  demand. 

Th»  difficulty  of  ascertaining  the  price  of  gold  and  silver  may 
seem  to  be  a  serious  objection.  All  who  are  familiar  with  deal- 
ings in  bullion  know  that  this  is  in  reali^  no  eerious  dilBeulty, 
as  nothing  Is  more  easily  asoertiyned  in  trade  than  the  price  of 
bullion ;  and  it  would  be  still  more  easily  known,  if  all  opera- 
,  tions  in  bullion  were  only  at  the  market  price,  instead  of  being 
oomplicated  with  coins  upon  which  the  government  has  placed  a 
fixed  prico.  The  fluctuation^  of  bullion,  especially  in  the  great 
marts  of  foreign  trade,  would  be  greater  thui  under  the  present 
system,  as  they  should  be,  for  they  should  obey  the  law  of 
prices.  As  no  man  would  be  dbposed  to  keep  the  precious 
metals  idle,  because  they  are  unproductive,  they  would  be  con- 
tinually pressing  on  the  market  when  the  demand  was  small, 
and  prices  would  recede;  so,  when  the  demand  was  large, 
buyers  would  advance  the  price  to  obtain  the  required  supply. 
But  these  advanced  prices  ^Yould  only  bo  paid  by  those  who 
needed  them.  All  others  would  be  uuiifiected  by  the  advance. 
Just  as  high  rates  of  interest  or  exchange  affect  mainly  those 
w  ho  borrow  money,  or  purchase  bills  of  exchange.  In  truth,  no 
difficulty  of  ascertaining  the  market  price  of  buUion,  if  left  free 
to  find  its  own  rate,  could  be  compared  with  the  difficulty  of 
adjusting  mint  prices  so  as  to  avoid,  at  time^,  the  exportation 
of  coins,  or  their  being  melted  down,  if  under- valued,  or  of  their 
being  thrown  back  into  the  circulation  in  undue  quantities  when 
over-valued.  The  difficulties  of  the  fixed  price  of  coins  have, 
indeed,  exceeded  any  that  could  arise  under  the  system  pro- 
posed: uuder  the  system  of  fixed  prices,  the  whole  subject 
becomes  too  complicated  for  the  comprehension  of  any  but  tlio 
shrewdest  bankers  and  dealers  in  bullion,  who  become  thus 
enabled  to  seise  upon  advantages  and  profits  which  do  not 
belong  to  any  regular  operation  of  commerce.  When  the  mar- 
ket price  of  bullion  shall  be  the  law  of  all  its  movements,  every 
business  man  will  understand  why  it  goes  and  why  it  comes, 
and  may  govern  himself  accordingly,  so  far  as  his  interests  may 
be  involved.   There  is  no  more  reason,  beyond  the  mere  de- 
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nands  of  the  retail  trade,  for  fixing  the  prioe  of  gold  and  sil* 
ver  by  law,  than  for  fixing  the  price,  in  the  sane  waj,  of  Inread 
and  meat. 

ammt-^S^tkm       tte  UnM  SUOm^Aii  of  Congrtn  of  1792, 

adopihiff  the  dollar  unit  —  Pi'ice  of  gohl  fixr'J —  RemtUs  —  Act  of  June, 
1834,  reducing  tpeif/hl  of  gold  cowt —  Ju'suK  —  Actof  Fcbivarif,  18d3  — 
Silver  coinage  —  Ingots  of  gold  —  £xport  of  silver. 

We  haye,  for  the  sake  of  distinctness,  and  to  avoid  eonfuaton, 
drawn  the  preceding  illustrations  chiefly  from  British  coinage 
and  money  of  acconnt*  The  lessdns  to  he  drawn  from  those  of 
France  are  not  lees  instmctiTO.  We  need  not,  howeyer,  refer 
to  them  for  the  same  purpose.  The  debasement  of  the  coins  was 
carried  much  farther  in  France  than  in  England.  The  coinage 
and  moneys  of  aocount,  in  both  ooontrics,  began  with  the  pound 
weight  of  silver — in  France  the  pound  marc^  and  in  England 
the  Uwer  pound.  In  France,  the  livre  of  1789  oimtained  only 
the  seventy-eighth  part  of  the  original  livre  of  Charlemagne,  in 
the  year  800 :  in  England,  silver  coins  which  would  bo  the  equi- 
valent of  the  pound  unit,  or  pound  sterling,  exceed  only  by  a 
little  a  quarter  of  tlic  original  (juantity. 

iSuck  a  succession  of  frauds  as  this  debasement  of  the  French 
coins  implies  must  have  inflicted  upon  tlie  people  a  series  of 
losses  equal  to  the  devastations  of  many  civil  wars.  Whatever 
profit  kings  or  governments  may  have  gained  by  frauds  of  this 
kind,  must  have  been  more  than  equalled  by  those  of  bankers 
and  incrchants.  AVhat  the  government  gained  would  always,  in 
fact,  be  the  least  part  of  what  the  people  would  lose ;  for,  upon 
such  occasions,  the  sharks  found  among  money-chan«rer3  seize  the 
occasion  to  fleece  both  government  and  people.  Whenever  the 
money  of  account  is  disturbed,  as  it  always  is  when  a  currency 
of  <lcbased  coins  is  enforced  by  authority,  or,  in  modern  lan- 
guage, made  a  legal  tender,  the  language  of  prices  becomes  so 
confused,  that  men  no  longer  understand  each  other.  Very  few 
can  so  clearly  comprehend  the  actual  state  of  things  as  to  goard 
their  own  interests;  some  there  are,  however,  who,  from  positloii 
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and  special  skill,  are  ahrays  able  not  only  to  ward  off  tlic  mis* 
chief,  but  to  make  soch  gains,  on  oeoanons  of  this  kind,  as  no 
legitimate  business  ever  affords. 

"What  such  frauds  have  done  in  Franee,  they  have  done  every* 
-where  else.  The  law  of  legal  tender,  or  enforced  currency,  is 
the  basis  on  which  these  frauds  have  rested.  Without  such  aid, 
they  could  never  have  been  so  largely  perpetrated:  coins 
reduced  in  weight,  or  with  undue  portion  of  alloy,  would  have 
found,  Tory  soon,  their  true  market  value,  and  been  kept  to  it. 
A  few  might  be  deoeived,  but  the  money  of  aocount,  being  un* 
disturbed,  would  at  onoe  serve  to  mark  distinctly,  and  express 
<^nly,  the  proper  price  of  the  altered  coin. 

All  such  debasements  of  coin  by  authority  proceed  upon  the 
ground  that  the  government  having  previously  fixed  the  price  of 
certain  quantities  or  coins  of  the  precious  metals  by  law,  it  Is 
safe  and  practicable  to  make  a  less  quantity-  bear  the  same 
price. 

The  history  of  coinage  for  nearly  ten  centuries  is  a  history  of 
public  frauds  and  private  iiguries ;  of  confusion  in  prices  and  in 
moneys  of  account;  of  immense  gains,  as  well  as  losses,  by  gov- 
ernments, and'  still  heavier  losses,  without  any  gains,  by  the 
people.  These  muefaiefs  may  be  orecUted,  inthout  hesitation,  to 
the  continued  effort  to  maintain  a  fixed  price  and  forced  circula- 
tion  for  coins,  and  to  the  fraudulent  debasements  to  which  these 
efforts  opened  a  door,  and  offered  a  temptation.  This  history 
afi'uids  no  lessons  more  wortli  rc'inembcring  than  that  govern- 
ments vshould  not  aiul  cuimot  fix  the  price  of  the  precious  metals, 
even  in  coins,  beyond  the  demand  of  the  retail  trade:  that  there 
should  not  be  any  other  price  for  the  precious  metals,  whether 
coined  or  uncoined,  in  the  larije  transactions  of  commerce,  than 
that  which  is  made  by  the  law  of  prices  and  tlio  course  of 
trade.  The  history  of  money  shows  that  few  greater  grievances 
can  befalh  a  people  than  a  deranged  coinage  and  money  of 
account:  few  evils  have  drawn  from  the  iii;is>eH  of  a  nation 
more  bitter  complaints.  But  for  the  great  advantage  of  coins 
in  small  transactions,  it  had  been  far  better  that  no  mint  had 
ever  existed. 
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It  Bhonldnot  be  lost  rigbt  of,  then^  that  s  fUl  in  ilie  prioe  of 
gdd  or  mlTor,  where  tiliey  ere  made  a  legal  tender  at  a  fixed 
price,  k  equivalent  to  a  eorrespondlng  debaaement  of  the  coins* 
Althoagh  no  goTemment  may  he  reeiwnnble,  the  misehiefB  are 
eqnell J  great,  and  fbll  largely  upon  the  irawary,  or  those  who 
oaimot  help  themselves.  In  such  cases,  also,  sharp  and  skilfal 
dealers  in  monej  reap'  a  vast  harvest  of  profits  before  people  at 
large  are  on  their  goard. 

The  period  of  public  frauds  by  coinage  had  nearly  elapsed 
before  our  nation  eame  into  eidstence.  The  progress  of  civilisa* 
turn  had  put  an  end  to  the  deliberate  issue  of  counterfeits  of 
thdr  own  coins  by  the  gOTemments  of  Europe.  Other  modes 
of  exfoacting  money  from  the  people  were  discovered,  more  effi- 
cient and  less  disgraceful.  But  Avith  the  frauds  tlie  difiicuUies 
did  not  disappear,  and  these  "\vere  found  to  be  Buflicient  to  puzzle 
the  shrewdest  statesmen  of  the  day.  Unfoi  LLinately  for  clear 
views  of  the  suhject,  the  policy  of  a  fixed  price  for  coins  was 
persevered  in  with  a  pertinacity  which  denoted  tliat  it  was 
regarded  as  the  indispensable  accompaniment  of  a  sound  system 
of  coinage  and  money.  It  became  a  settled  opinion,  tliat  the 
sy.stcm  of  coina<;e  which  was  adapted  to  tiio  merest  retail  trade 
would  equally  suit  the  larger  operations  of  foreign  commerce 
and  wholesale  transactions.  As  well  miu'lit  men  have  attempted 
to  carry  on  the  transportation  by  sea  and  land,  which  the  larger 
movements  of  trade  involve,  in  their  pockets,  as  to  have  resorted 
to  the  same  medium  of  exchange,  managed  in  the  same  way,  for 
the  larg^it  and  smallest  transactions  of  commerce. 

The  misehievons  absurdity  of  a  fixed  price  for  the  coins  of  a 
oonntry  has  never  been  accepted  by  merchants  and  bankers  in 
large  transactions,  except  to  take  some  advantage  by  it.  Flue* 
toations  in  the  price  of  the  precious  metals  operating  upon  coins, 
as  well  as  bullion,  widely  and  effectively,  have  too  long  been  a 
mystwy  to  the  people  at  large.  Coinage,  without  preventing 
fluctuation,  assists  in  concealing  the  cause;  and  fluctuations 
defy  and  derange  all  the  nicely-adjusted  valuations  of  the 
Bunts  of  the  world,  which  may  one  month  be  correct  to  the 
nicest  attainable  fraction,  and  in  the  next  be  so  far  wrong  as  t6 
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drive  the  whole  of  »  coinage  of  gold  or  silver  oat  of  a  coimtrT' 
in  a  few  months.  Men  arc  lost  in  oonjeotorei  at  such  move- 
ments, when  the  prodnetions  of  a  score  of  years  of  the  vast 
and  multifiurions  machinery  of  a  nunt,  nulfions  upon  millions  of 
exquisitely  executed  coins,  are  carried  away,  and  without  hesi- 
tation consigned  to  foreign  crucihles  to  he  rec(nned,  and  not 
long  afterwards  subjected  to  a  sunilar  process  at  another  mint. 
Thus  modem  mints  are  kept  in  constant  activity,  using  each 
other's  finished  products  as  raw  materiaL 

In  all  this  policy  and  its  results,  the  United  States  have  had 
th^  fuU  share.  The  earliest  legblation  of  Congress,  on  the  suh* 
ject  of  a  mint,  was  the  act  of  April,  1792.  By  this  act  it  is 
established:  —  *'That  the  money  of  account  of  the  United 
States  shaD  be  expressed  in  dollars  or  units,  dimes  or  tenths, 
cents  or  hundredths,  and  mills  or  thoosandths;  a  dime  being 
the  tenth  part  of  a  dollar,  a  cent  the  hundredth  part  of  a  dol- 
lar, kc. ;  and  that  all  accounts  in  the  public  offices,  and  all  pro- 
ceedings in  the  court.s  of  tlio  Tnitcd  States,  shall  be  kept  aud 
bad  in  conforuiity  to  this  regulation."  * 

This  if,  perhaps,  the  first  time  that  a  money  of  account  was 
ever  enacted  or  established  by  any  public  authority,  as  an  act 
of  power.  Moneys  of  account  had,  in  all  nations,  grown  up  in 
the  commercial  and  mental  habits  of  the  people.  The  dollar 
unit  was  employed  by  !S])ani.sh  nations,  to  some  extent,  as  a 
money  of  account ;  but  it  was  not  that  chiefly  used.  The 
Spanish  dolhir,  however,  was  a  well-known  coin ;  and  the  dollar 
unit  was  one  familiar  to  many  people  of  the  United  States 
before  and  during  our  struggle  for  independence.  It  was 
wisely  adopted  as  the  unit  of  our  mioney  of  account,  because 
of  the  great  diversity  of  moneys  of  account  prevailing  in  the 
States  at  that  time,  and  the  great  need  of  having  one  uniform 
system  of  reckoning  and  keeping  accounts  *  throughout  the 
whole  nation.  It  was  wisely  chosen,  because  no  other  oeuld 
have  been  brought  into  use  so  soon.  It  required,  however, 

'  See  Laws  of  the  United  States,  and  History  of  Mint  B«gttlati<MU^  in 
Adauu'  &ep<Mrl  on  Weight*  ftod  Measura,  pp.  143  to  152. 
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vith  aU  this  previous  familiarity,  from  twanty-fiTO  to  forty 
years  to  introdaoe  the  present  system  into  genend 

The  word  dollar"  employed  as  above  by  the  Congress  of 
1792y  and  made  the  nnit  of  onr  money  of  aoeonniy  had  a  mean- 
ing perfeetly  apprehended  at  the  time.  It  was  not  the  dolhur 
coin  which  was  made  the  nnit;  the  word  dollar  was  made  the 
nnit,  and  this  nnit  was  made  decimally  diyisible.  This  word 
doUar  "  expressed"  a  valoe  whioh  was  then,  as  it  is  now,  well 
nnderstood.  It  was  understood  just  as  the  term  pound  was 
in  Pennsylvania.  If  Congress  had  enacted  that  the  term 
pound,  as  employed  in  the  ennency  of  Pennsylvania,  should  be 
the  unit,  it  would  have  been  perfectly  comprehended,  though 
there  never  had  been  a  coin  of  silver  or  gold  corresponding  to 
that  pound,  or  half,  or  quarter,  or  any  decimal  part  thereof. 

This  act  of  Congress  provides  for  a  coinage  of  both  silver  and 
gold:  —  "Dollars,  or  units,  each  to  be  of  the  value  of  a  Spanish 
milled  dollar,  as  the  sarao  is  now  current,  and  to  contain  371,^^ 
grains  of  pure,  or  41G  grains  of  standard  silver."  Other  silver 
coins,  -less  than  a  dollar,  to  be  in  proportion.  "  Eagles  each  to 
be  of  the  value  of  ten  dollars,  and  to  contain  247g  grains  of 
pure,  or  270  grains  of  standard  g  'M."  Half  eagles  to  be  in 
proportion.  This  statute  then  declares  and  establishes  that 
371 grains  of  pure,  and  41G  grains  of  standard  silver,  shall  be 
current  as  money  at  the  price  of  one  dollar,  the  value  of  the 
unit  of  the  money  of  account.  Also,  that  the  price  of  247g 
grains  of  pure,  and  270  grains  of  standard  gold  shall  be  tea 
dollars,  and  that  tho  price  of  half  of  those  quantities  shall  be 
five  dollars.  It  further  declares:  —  *'That  the  proportional 
value  of  gold  to  silver,  in  all  coins  which  shall  bo  current  as 
money  within  the  United  States,  shall  be  as  fifteen  to  one, 
according  to  quantity  in  weight  of  pure  gold  or  pure  silver ; 
that  is  to  say,  every  fifteen  pounds  of  pure  silver  shall  be  of 
equal  valoe^  in  all  payments,  with  one  pomid  weight  of  pure 
gold,  and  so  in  proportion." 

>  8o8  •ztrtets  from  '*  Bankers'  Magazine/'  aata^  pege  88»  Ibr  a  mm 
full  Moount  of  the  adopto  of  the  doUai  unit. 
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This  stetate  not  only  fixes  wad  expresses  the  price  of  silvez 
Mid  gold  ooias  in  the  money  of  aooonnt  it  adopts,  but  it  fixes 
the  exact  proportion  between  gold  and  silTer^  and  enacts  that  a 
pound  of  gold  shall  be  worth  fifteen  pounds  of  silver.  In 
this,  Congnss,  acted  in  aceordanoe  wiih  prevalent  opinions  of 
that  day*-* opinions  not  entirely  surrendered  by  many,  even  to 
this  tune.  It  is  obvious,  however,  that  tbe  proportion  betweett 
gold  and  silver  cannot  be  settled  by  any  statutory  regulation. 
It  must  remain  subject  to  the  course  of  trade,  and  whatsoever 
else  iufluences  the  market  price  of  one  or  tbe  otber  of  these 
metals.  It  belongs  neitber  to  the  authori^,  nor  to  the  power 
of  any  one  nation  to  adjust  that  proportion  by  law;  nor,  indeed, 
is  it  in  the  power  of  the  political  authorities  of  all  nations 
combined  to  make  or  enforce  any  such  arbitrary  adjustment. 
9!he  wbole  subject  belongs  to  trade,  and  the  markets  of  the 
world. 

The  language  of  the  statute  to  which  we  have  referred,  fixing 

the  price  of  247g  grains  of  fine  gold  at  ten  dollars,  could  only  be 
operative  in  the  United  States,  and  even  there  only  to  a  linjitcd 
extent;  so,  also,  the  provision  that  the  price  of  371 gnuna 
of  pure  silver  shall  be  one  dulhir.  It  is  true  that  these  fixed 
prices,  taken  in  connection  with  the  further  provision,  **  That 
all  the  gold  and  silver  coins  which  shall  be  struck  at  and  issued 
from  said  mint  shall  be  a  lawful  tender  in  all  payments  whatso- 
ever, those  of  full  weight  according  to  the  respective  values 
hereinbefore  declared,  and  those  of  less  than  full  weight  at  values 
proportionate  to  their  respective  weights" — must  have  been 
regarded  as  valid  in  the  United  States,  to  the  extent  of  enabling 
debtors  to  discharge  debts  at  those  hxed  rates  of  gold  and  silver. 
Bat  they  could  not  compel  men  to  accommodate  all  their  prices 
and  dealings  to  these  fixed  statutory  rates.  They  were  only 
binding  as  to  debts  contracted  ;  and  men  might,  if  they  choM, 
refuse  to  buy  or  sell  on  credit  with  reference  to  those  rates.  la 
all  the  large  operations  of  commerce  and  exchange,  these  statu- 
tory prices  of  gold  and  silver  are  disregarded,  and  that  of  the 
public  mai^et  governs. 
The  result,  after  this  enactment,  proved  that  the  acljustment 
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bct^vcen  rrolJ  and  silver  was  wrong,  and  that  the  price  of  gold 
was  fixed  at  a  rate  lower  than  the  current  price  of  the  market. 
Ab  a  eonBeqtieDcc  of  this  legislative  erroTi  gold  ceased  to  circu- 
late w  money  in  the  United  States  in  M17  considerable  quanti- 
ties. This  continued  to  be  the  case  down  to  the  year  1834, 
when  the  price  of  gold  was  corrected.  By  a  statute  bearing 
date  the  28th  of  June,  it  was  declared  that  the  eagle  should 
tbenceforth  be  coined  to  weigh  258  grains,  instead  of  270  grains 
as  before,  of  whieb  282  grains  were  to  be  £ne  gdd,  instead  of 
247}  as  before.  This  statate  fixed  the  price  of  282  grains  of 
fine  gold  at  ten  doUan,  wbidi  was  an  advanoe  iipon  the  former 
rate  of  over  six  and  a  half  per  cent ;  that  is,  that  proportion  of 
fine  gold  was,  in  the  coinage  of  1884^  withdrawn  from  the  ten 
dollar  piece.  This  rate  of  gold  raised  the  proportion  of  gold  to 
silrer  to  about  sixteen  for  one.  The  prorisions  of  this  act  were 
incorporated  in  that  of  January  18th,  1887,  which  is  a  consoli- 
dation of  the  laws  pertaining  to  the  mint  It  makes  the  new 
gold  coins  a  legal  tender  for  the  same  iom  expressed  in  the 
money  of  accoant,  for  which  they  were  a  legal  tender  before  the 
weight  was  thus  redaeed. 

Under  this  adjustment,  gold  and  silver  coins  circulated  con- 
currently for  some  years,  and  the  coinage  of  gold  was  quadru- 
pled. Eut  the  mischief  of  a  fixed  legal  price  was  airain 
strongly  exemplified  when  the  gold  began  to  come  in  freely 
from  California.  The  tendency  of  tliis  large  addition  to  the 
supply  was  to  reduco  the  price.  "Whilst  the  law  affected  to  hold 
the  price  of  gold  unchanged,  the  sudden  and  rapid  departure 
of  the  silver  revealed  unmistakeably  the  fact  that  gold  liad 
fallen  in  price  in  the  gener^il  market,  and  that  it  was  now 
over-valued  in  our  coinage.  This  cause  has  continued  to  opc- 
xate,  until  all  our  own  silver  coins,  and  all  the  Mexican,  South 
American  and  Spanish  coins  of  full  weight  have  been  exported. 
For  a  time  wc  ha<I  no  silver  coins  but  the  worn  foreign  and 
domestic  coins,  which  were  deteriorated  to  the  extent  of  from 
five  to  twenty  per  cent.  The  foreign  deteriorated  silver  coins 
had  previously  almost  wholly  disappeared;  but  the  departure 
of  the  foil  weight  coins  qpeedily  brought  them  again  lo  light 
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They  became  a  necessity;  but  were,  nevertheless,  such  an 
annoyance  as  called  for  another  act  of  Congress. 

The  act  of  the  21st  of  February,  1853,  provided  for  a  coin- 
ago  of  half  dollars,  quarters,  dimes  and  half  dimes ;  it  pre- 
scribed that  the  half  dollars  should  be  of  the  weight  of  102 
grains,  instead  of  the  former  weight  of  200}  grains,  atid  the 
lesser  coins  in  that  proportion  ;  but  it  only  made  these  coins  a 
legal  tender  to  the  amount  of  five  dollars.  This  was  a  with- 
drawal of  more  than  seven  per  oent.  of  the  fine  metal  from  the 
half  dollar  coln^  and  the  lesser  coins ;  and,  in  fact,  fixed  the 
price  of  the  coins  thns  a&cted  over  seyen  per  cent.  higV  f .  than 
their  previous  legal  price.  This  measure  was  ad<4>ted  and  car- 
ried into  eflfect  in  time  to  save  the  small  change  of  our  retail 
trade  from  being  whollj  oarried  off.  The  demand  for  small 
money  has  kept  these  coins  up  to  their  nominal  value;  and 
their  high  nominal  rate  has  prevented  their  being  melted 
doim,  or  exported  as  bullion.  The  principle  which  dictated 
this  successful  measure  is  that  which  ought  to  govern  the 
whole  policy  of  coinage,  so  far  as  coinage  is  expedient.  Of  the 
great  coinage  of  Oalifomia  gold  which  has  so  magnified  the 
operations  of  our  mint  of  late  years,  but  a  small  part  retains 
the  form  and  weights  of  our  coins.  This  wasteful  policy  has  at 
length  in  part  been  abandoned,  and  gold  is  now  issued  in  ban 
or  ingots. 

The  ingots  from  the  mint  being  all  of  the.  same  quality  or 
standard,  the  price  depends  wholly  upon  the  course  of  trade. 
The  market  price  of  bullion  in  England,  France  and  the  United 
States  mainly  governs  aU  the  large  operations  in  the  predons 
metals  in  these  countries.  Yet.tiie  fixed  legal  price  has,  in 
sane  conditions  of  the  market  rates,  a  disturbing  effect,  the 
extent  of  which  can  scarcely  be  estimated.  The  vast  and 
extraordinary  drain  of  silver  from  America  and  Europe  to  Asia 
and  Africa,  which  has  been  going  on  for  several  years,  and 
which  is  80  much  lamented  by  many,  couhl  not  liave  taken 
place  but  tor  tliu  policy  of  the  ii.xed  legal  price  for  gold.  Tliat 
gold  has  depreciated,  to  some  extent,  under  its  extraordinary 
iniiux  from  Australia  and  California,  is  just  as  certain  as  that 
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the  tilTtt  has  deputed,  and  is  departiDg.  But  whOsI  the  laws 
are  ineffeetiial  to  prevent  gold  from  faUing  in  prioe  or  ralne, 
thej  are  efficient  in  enabling  the  dealeni  to  exchange  it  for  the 
silver  which  ia  exported.  So  long  as  the  law  makes  the  depre- 
ciated gold  a  legal  tender  in  payment  of  all  debts,  so  long 
debtors  will  use  it  to  pay  their  debts.  A  depreciated  medinm, 
if  it  circnlates  at  all  times,  and  especially  if  it  ciroolates  under 
the  sanction  of  the  law,  will  snpersode  every  better  medimn. 
Previous  to  1834  we  nnder-rated  gold,  and  we  could  keep  none; 
now  we  over-rate  gold,  and  we  have  nothing  else.  Thus  the 
rates  fixed  by  law  on  the  preeious  metals,  beyond  the  demand  of 
the  retail  trade,  are  only  available  for  disturbance  and  evil,  and 
for  no  good  purpose  ot-  end. 

Under  the  rule,  or  policy,  of  allowing  the  market  price  to 
govern  the  whole  movement  of  the  precious  metals,  a  great  dis- 
placement, like  that  of  the  departure  of  silver  from  Europe, 
could  never  take  place.  The  piicu  of  silver,  as  compared  with 
gold,  would  rise  according  to  the  demand,  so  as  eventually  to 
check  the  movement.  The  two  metals,  di."§turbed  in  theii'  mu- 
tual relations,  would  imrnediatelv  find  a  proportion  suited  to  the 
occasion.  If  the  present  policy  of  the  Western  powers  is  per- 
severed in,  and  if  the  supply  of  gold  continues  unabatci^l,  their 
whole  stock  of  silver  must  be  exported.  They  will  continue  to 
accept  gold,  which  has  greatly  fallen  in  value,  for  their  silver 
at  the  old  rate.  It  will  not  be  difficult,  hereafter,  to  estimate 
the  loss  which  this  great  exchange  of  silver  for  gold  is  entailing 
upon  the  countries  which  arc  its  victims.  It  cannot  but  bo 
enormous  directly,  but,  perhaps,  indirectly  far  heavier.  If  the 
depreciation  of  gold  continues,  the  holders  of  gold  will  have  the 
whole  loss  to  bear ;  and  as  our  silver  will  be  gone,  we  shall  be 
the  losers.  All  the  moneys  of  account,  in  countries  making 
gold  a  legal  tender,  will  be  changed.  The  whole  range  of 
prices  will  have  to  be  modified,  and  immense  losses  will  be  sus- 
tained upon  all  the  investments  payable  in  dollars,  pounds  and 
franco.  If  this  change  oould  be  fully  appreciated  and  under- 
stood by  those  whom  it  may  affect,  the  mischiefs  would  be  less, 
for  much  might  be  done  to  distribute  and  equalize  the  loss. 
10 
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But  heretofore  it  lias  been  the  case  that  such  occasions  are 
seized  upon  by  the  knowing  ones  to  ennch  themselves  at  the 
expense  of  the  commuDitj. 


NOTE  TO  CHAPTER  IV. 

EXTRACTS 

Drom  an  Ariide,  bjf  ike  Author  qf  thii  fbhime,  in  **  Emufi  IferehatU^ 

Magaziu**  of  1852. 

TQE  KARL  OF  LIVERPOOL — BRITISU  SYSTEM  OF  COIN- 

AOB  ADOPTED  IN  I8ie. 

"WnKN  gold  had  thus  been  introduced  into  general  use,  it  Boon  pre- 
eented  the  difficulty  of  li;^ht  coins.  It  T>^oame  a  regular  business  with  a 
certain  clas<?  of  dealers  in  culti«,  to  M-i/o  up  jn  the  heavy  or  now  coins  as 
fast  08  tliey  wore  issued  from  the  mint,  by  purchasing  them  at  a  slight  pre- 
mium, which  they  recovered,  with  a  fair  profit,  by  abstracting  from  the 
heavy  coins  u  mnch  as  they  safety  oould,  and  in  that  state  retarning  them 
to  eifenlaUon.  They  were  always  receiving  heavy  coins,  and  always  pay* 
ing  away  light  ones:  the  mint  was  furnished  with  abundant  employment 
in  recoining  the  same  gold,  and  the  clippers  had  a  regular  harvest  in  their 
business.  The  precautions  in  iho  recoinage  of  1774  in  a  gi>od  degree 
avoided  this  evil ;  and  the  Earl  of  Liverpool,  to  w  hoin  the  nation  was  iri- 
debtod  for  that  measure,  appears  not  to  have  lost  sight  of  the  suLgect,  until, 
in  1805,  h*«  addressed  his  well-known  letter  to  the  King,  since  called  *  A 
Treatise  on  the  Coins  of  the  Realm.'  This  is  very  elaborate  in  its  detoit 
of  the  facts  on  which  he  founded  his  proposed  measure.  IIo  admits  that 
the  change  he  advocates  should  ni)t  be  made  upon  slight  grounds.  It  was 
ft  change  from  the  double  standard  to  one  of  gold,  with  an  over-valuation 
of  silver  in  the  coinage,  but  restricting  the  amount  to  be  paid  in  it  to  forty 
shillings.  Gold  coin  was  to  be  made  a  legal  tender  at  the  rate  of  JC3  I7«. 
10}<2.  per  onnoe^  and  the  sovereign,  which  was  to  represent  the  pound,  was 
made  to  correspond  with  that  rate  per  ounce.  To  induce  the  adoption  of 
this  measure,  Lord  Liverpool  drew  np  his  letter,  of  236  quarto  pages,  in 
which  he  reviews  the  whole  history  of  British  coinage,  and  adds  an  appen* 
diz,  containing  an  account  of  th<^  relative  values  of  gold  and  silver  among 
the  ancient  Persians,  Greeks,  and  lionians.  This  performance  is  very  relia- 
ble, as  far  as  the  facts  and  estimates  made  in  it  are  concerned ;  but  its 
autiiority  in  doctrine  has  been  called  in  question.  He  had,  however,  chiefly 
in  Ytam  the  adoption  of  the  measure:  be  did  not  attempt  to  produce  a 
gsneral  and  scientiflo  work  opon  coinage*  He  adopto  the  old  notion,  that 
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ific  'money  or  ooin  of  a  ootintry  is  tbc  {standard  meaRore  bj  which  th6 
Yaliio  of  all  things  l>onelit  nnd  ?old  is  rop;ulatpd  and  ascnrtaincd ;  nnd  it  is 
in  itself,  at  the  same  lime,  tlu"  viiluo  or  equivalent  f  n*  w!iieh  goods  are  ox- 
ehanged,  and  in  which  contracta  are  generallj  made  payable.'  This  pro- 
poBition,  90  Ar  M  money  Is  allegod  to  b«  a  meaasM  of  valiM,  is  njeetecl  bj 
M'Collooli,  and  oilier  noted  aathorltieo.  The  former  says  :*^*  A  ooin  is 
merely  a  piece  of  metal  of  a  known  weight  and  fineness/ — '  It  has  been  said 
to  be  both  a  sign  and  a  measure  of  value;  in  truth,  it  is  neither.'  —  'It  is 
equally  incorrect  to  call  money  a  measure  of  valup.  Gold  and  silver  do  not 
mea'^ure  the  value  of  commodities  more  than  the  latter  measures  tho  vahio 
of  gold  and  silrer.  When  one  commodity  is  exchanged  for  another,  each 
measnree  ^e  value  of  tho  otbor/  —  Etteydo*  SrUmnUea,  Art,  *  Money,* 
But  whatever  objections  have  been  raised  against  the  Earl  tit  Liverpool's 
definitions,  it  is  conceded  that,  since  his  measoro  was  adoptsd,  no  proposi* 
tion  should  be  entertained  of  another  change. 

"The  Earl  of  Liverpool  having  shown  that  silver  wa«  the  real  or  practi- 
cal standard  down  to  the  beginning  of  tho  18th  p»Tihiry,  all-^^os  that  it  gra- 
dually ceased  to  be  such,  and  that  guld,  during  tiiat  century,  became  the 
actual  standard.  In  his  language,  *6old  coins  are  now  become,  in  the 
opinion  and  praetlco  of  the  people,  the  prindpal  measure  of  property.' ' 
'And  it  may  therefore  be  inferred  that,  in  tho  opinion  of  the  dealers  in  these 
precious  metals  (who  must  be  considered  the  best  judges  on  a  sulyeot  of 
this  nature),  the  gold  cuiu  has,  in  this  respect,  become  the  principal  mea- 
sure of  property,  and,  cuns'  ^uently,  the  instrument  of  commerce.'  llo  sub- 
joins, '  that  the  foreign  natii>ns  who  have  any  iutercourbo  with  us,  and  evea 
those  who  deal  in  tiic  precious  metals  of  which  our  coins  are  made,  concur 
in  this  o{Hnion.'  At  a  subsequent  page  (170),  he  states  this  position,  and 
illustrates  it  at  large.  *  Tho  gold  coins  have,  in  fact,  become,  for  almost  a 
oentnry,  the  mercantile  money  of  the  kinj^  lom.' 

"  In  answer  to  the  ohjection,  'That,  by  dcelarin;!;  the  pold  coin  to  be  at 
present  the  principal  measure  of  property,  an  akeraiion  wiil  be  made  in  all 
bargains,  and  in  the  terms  of  all  covenants  and  contracts  which  were  con- 
cluded when  the  silver  coinB  were  understood  to  be  the  prineipal  neasnro 
of  property,'  he  admits  '  This  ol^eotion  might  have  some  wd|^t»  if  the 
olumge  had  happened  of  late  years  only ;  but  it  has  been  already  shown 
that  it  has  existed,  and  that  all  payments  have  been  regulated  in  conformity 
to  it  for  nhiiost  a  century.  This  ohjoction  might  also  have  weight,  if  this 
ohango  had  liefn  brought  about  by  the  authority'  of  guvernment.  It  has 
been  shown  that  it  was  brought  about,  not  by  the  authority  of  government, 
but  by  the  course  of  events,  with  the  acquiescence,  and,  I  may  say,  the 
general  consent  of  tho  people.'  (p.  173.)  Ho  dwells  upon  this  gradual  ado|>> 
tion  of  tho  gold  standard  by  the  people,  and  argues,  from  a  great  variety  of 
facts  and  considerations,  that  his  proposition  involved  no  actual  change  in 

*  "TtaaUm  on  Uie  Oohis  of  the  Bealat,"  pp.  139, 145. 
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tl)o  accustomed  use  of  money;  that,  consequentlj,  contracts  could  not  he 
alTccted,  the  measure  being  chietiy  a  legal  recoguition  of  existing  mercan- 
tile usage. 

"TIm  Earl  of  Idvarpool,  in  rapport  of  hb  plan,  lays  no  small  stress  upon 
ihe  Uat  that  Gt«at  Britain,  being  the  ohief  oommsroial  mart  of  the  world, 

it  is  specially  fitting  that,  while  people  less  rich  should  retain  fillrer  as 
their  etandaril,  a  country  so  important  should  adopt  gold.  Tliis  idea  is 
rcpr-ated,  in  the  course  of  his  work,  in  a  way  that  shows  it  wa?  a  favorite 
notion.  The  glory  of  a  gold  medium,  however,  was  fraught  with  mischief 
which  Great  Britain,  with  all  her  wealth,  could  neither  wholly  preTent  nor 
repel.  Bj  the  adoption  of  bis  plan,  the  Bank  of  England  was  oompelled  to 
redeem  its  notes  in  gold  •^a  oommodity  sulgeet  to  ezoeeding  itregnlarity 
of  demand,  and  consequent  fluctuation  in  value.  Every  war  and  every  com- 
"niercial  crisis  on  the  continent  of  Europe  brought  a  demand  for  gold  on  that 
bank.  Gold  being  so  much  more  roadily  transported  than  silver,  ever}-  un- 
favorable balance  of  trade  among  neiglil>oring  countries  might  bring  a  cir- 
cuitous demand  upon  an  institution  which  was  the  only  one  in  Europe 
compelled  to  pay  in  gold  at  a  fixed  prioe.  Every  oniiaTorable  harfest^  and 
consequent  large  importation  of  wheat,  entailed  a  eorreoponding  demand 
for  gold,  which  could  be  carried  off*  with  fkeility,  when  silTer  might  not  have 
l>een  touclic  1.  In  all  such  matters  of  payment,  the  party  rf'ci'ivin;r  ni-iV-  < 
choice  of  that  which  suits  him  best;  and  certainly  no  greater  laciiity  can 
be  afibrded  to  a  foreign  creditor  than  to  pay  him  in  gold,  at  a  fixed  rale, 
from  which  it  cannot  rise,  however  brisk  the  demand.  Thus  was  the  Bank 
of  England  made  the  great  depu.>;tuiy  of  gold,  to  wbieh  it  flowed  firom  all 
quarters  when  not  wanted,  and  firom  which  ii  was  taken  to  any  quarter  of 
the  world  where  there  might  be  any  special  demand  or  oeoasion  for  it. 
There  cuiM  li  n  o  been  no  objection  to  this  ebbing  and  flowing,  if  the  bank 
had  boon  merely  a  dealer  in  gold  bullinn,  buying  at  a  low  rate  when  it  was 
not  in  demand,  and  selling  at  a  prolic  when  tliere  was  a  demand.  The  bank 
had  no  privilege  but  that  of  purchasing  all  that  came  at  X3  17«.  OJ.,  and 
psyiog  to  all  that  demanded  at  the  rate  of  £3 17s.  10^  J.  per  ounees  bat  being 
the  issuer  of  the  principal  paper  currency  of  Great  Britain,  they  were  bound 
to  redeem  (after  the  resumption  of  specie  payments  in  1822)  at  that  price. 
It  wa'^  a  hazardous  experiment  to  make  the  Bank  of  Engl.and  the  only  place 
at  wiiich  gold  could  always  be  had  at  a  lixed  price,  and  to  niake  gidd  the 
basis  of  the  English  bank-note  currency  ;  so  that  every  regular  and  irregu- 
lar demand  for  gold  at  once  affected  the  condition  of  tho  British  paper  cur- 
rsncy,  and  through  it  the  whole  industry  and  trade  of  the  countfy,  sAtbovyb 
nsither  may  bare  bad  anything  to  do  with  the  demand  for  gold.  Those  who 
are  familiar  with  the  history  of  that  bank,  which  has,  perhaps,  been  mors 
wisely  managed  than  any  similar  institution,  can  roailily  recall  instances 
when  the  bank,  to  save  their  gold,  were  obliged  to  restrict  their  issues,  until 
distress,  injury,  and  ruin  befell  thousands  upon  thousands,  of  people  who 
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bad  no  share  io  the  eaaae  of  the  misehi^.  For  every  millioti  of  gold  that 
the  baok  ooald  thae  retain  in  their  ooffersi  tbej  would  be  eompelled  to  with- 
draw  Tcry  many  millions  of  currenej  from  the  ordinary  ehannelsof  bnei- 

MM.  If  this  evil  is  inseparable  from  a  paper  currency,  it  was  sorelj  unwise 
to  aggravate  it  by  subjecting  the  Bank  of  England  to  the  payment  of  notoa 
and  deposits  in  that  metal  which  is  must  easily  curried  oil',  and  most  liable 
to  variable  and  extraordinary  demands ;  and,  moreover,  to  redeem  notes  at 
a  fixed  rate  in  an  article  notoriously  fluetuatiDg  in  its  value  all  over  the 
world*  If  the  bank  has  been  able  to  struggle  through  all  the  commeroial 
stonns  which  have  swept  over  the  world  since  1822,  it  is  well  known  at 
what  repeated  and  immense  (Sacrifices  to  the  nation  ;  and  that,  U[inn  a  recent 
occasion,  to  refxirt  to  the  Bank  of  France  for  aid  became  a  matter  i  f  nocrs- 
sity.  A  very  l:ir;;e  portion  of  the  evils  of  this  struggle  would  liave  becn*^ 
saved,  if  the  bank  bod  been  allowed  the  privilege  of  paying  in  silver;  and 
still  more,  if  permitted  tu  pay  in  gold  at  a  market  instead  of  a  mint  price. 

^Mtem  of  coinage  in  the  Untied  l&atee — DouHe  Handard—'Iitpeeed  odep- 
Hon  of  aiiujle  standard  of  gold,  aa  a  remedy  for  eearciijf  of  eiher — Bedu/b' 
Hon  in  the  value  <four  eilver  eoute, 

"We  have  already  adverted  to  our  adoption  of  the  dollar  for  a  unit  of 

computation  and  money  of  account,  as  a  measure  justified  by  the  necessity 
of  reconciling  the  currencies  of  the  different  State?;,  and  also  by  the  fact  of 
its  being  already  familiar  to  the  minds  uf  the  people.  In  fiict,  although 
different  moneys  of  account  prevailed  in  different  groups  of  the  .States,  they 
were  all  about  equally  familiar  with  the  Spanish  coin  of  a  dollar,  and  its 
parts ;  and  i|iese  were  the  only  coins  with  which  they  were  familiar.  They 
had  long  estimated  in  pounds,  shillings  and  pence,  and,  when  they  em- 
ployed them  at  all,  paid  in  foreign  coins.  There  was,  therefore,  a  very 
good  preparation  in  the  employment  of  these  coins  for  more  tlian  a  eentury 
by  the  colonists,  for  the  adoption  of  the  <loIlfir  as  the  money  unii.  This 
was  done  under  the  confederation,  although  no  mint  was  established,  by 
act  of  Congress,  until  April,  1792.  By  this  statute  it  wa«  enacted 
*That  the  money  of  aocount  of  the  United  States  shall  be  expressed  in  dol- 
lars or  units,  dimes  or  tenths,  cents  or  hundredths*  and  mills  or  thou* 
sandths.'  ■  That  the  'dollars  or  units  each  be  of  the  value  of  a  Spanish 
milled  dollar,  as  the  same  is  now  current,  and  to  contain  ^Tl,*,  grains  of 
pure,  or  41G  grains  of  standard  silver.'  *  By  the  same  law  the  eagle,  then 
first  provided  for,  was  to  be  'of  the  value  of  ten  dollars  or  units,  and  to 
contain  247  J  grains  of  pure,  and  270  grains  of  standard  gold/  It  is  now 
nearly  sixty  years  since  the  passage  of  this  act,  and  the  dollar  coin  then 
ordered  and  provided  for  still  oontuns  the  same  quantity  of  pure  silver  — 
371^  grains — and  so  far  its  value  remuns  unchanged.  By  degrees  it  has 

'  Section  20.  *  S«cUoo  9. 
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expelled  the  old  mdoeje  of  aeooant;  it  being  rafhe?  rare,  at  tbU  daj,  to 
hear  of  pounds,  shillings  and  pence,  except  in  the  State  of  New  York,  in 
which  the  Spanish  eighth  of  a  dollar  correspondg  to  the  phllling.  anJ  (lie 
hundredth  to  the  penny.  The  fact  of  the  people  there  aJh'^rin;;  to  tl)e  t^  rms 
shilling  and  penny,  against  the  usages  of  tlie  rest  of  the  coiiiury,  shows  with 
vrhat  pertinacity  men  cliug  to  their  money  of  account.  The  only  alteration 
irbieh  has  taken  plaee  ia  our  eetablished  dollar  coin  was  by  the  act  of  Con- 
gress of  1834,  wbiob  directed  that  3}  grains  of  the  alloy  be  withdrawn, 
reducing  its  woiirlit  from  41G  to  412}  grains.  The  coins  of  both  metals 
were,  by  the  act  of  1792,  to  ho  a  lej^nl  tender ;  the  dollars  at  '  their  current 
Talue,  and  guld  at  the  rate  of  21]  ;2;rains  for  a  dollar.'  As  it  almost  invaria- 
bly happens,  where  llie  double  btundard  prevailH,  one  of  the  metals  was 
•  over-valued,  or  one  was  under-valued,  as  compared  with  the  current  market 
Talue  in  oommeree.  In  our  case  the  gold  was  nnder^valued,  for  it  nerer 
orealated  concurrently  with  silver  until  after  the  act  of  1834,  which  raised 
the  mint  price  of  gold  over  G]  per  cent,  by  rating  ^Sf/a  grains  of  gold  at 
the  value  of  a  dollar,  instead  of  24^  grains,  as  fixed  by  the  act  of  1792. 
£ven  after  this  increase  df  C>\  per  cent,  in  the  mint  price  of  gnltl,  it  failed 
to  become  a  currency  in  this  country  uuiil  it  began  to  flow  in  so  rapidly 
from  California,  that  an  actual  depreciation  of  several  per  cent,  took  place. 
The  consequence  was,  that  the  silver  in  ouir  banks  began  to  be  rapidly 
shipped  off  to  Europe— a  drain  which  did  not  cease  so  long  as  silver  could 
be  obtained.  It  is,  in  trath,  impossible  to  adyust  the  relative  value  of  gold 
and  silver  by  any  legal  enactments,  in  such  manner  as  to  overcome  the  in- 
fluence of  the  nmrk<»t  rates  of  those  metals.  It  has  long  been  deemed  absurd 
to  fix  the  prices  of  olhcr  eommodilies  by  law  ;  perhaps  the  time  is  not  dis- 
tant when  it  will  be  regarded  as  absurd  to  fix  an  unchangeable  prio!  upon 
an  ounce  of  gold,  as  upon  a  bushel  of  wheat,  or  a  day's  labor. 

**  The  history  of  commerce  certainly  discloses  that  the  changes  in  the 
value  of  gold  have  been  remarkable  and  frequent  in  all  periods  of  which 
■wo  have  anthnntic  record?,  and  not  loss  so  in  the  last  half  century.  We 
have  already  mentioned  tliat,  between  IS02  and  ISIO,  r^oll  r  .s**  to  20  per 
cent,  above  the  mint  price;  but  we  add,  to  .show  the  f^upi  liur  steadiness 
of  silver,  that  the  variation  in  price  of  Spanish  dollars  at  the  Bank  uf  Eng- 
land was  less  than  2  per  cent.,  and  in  that  perbd  the  iaxkk  purchased  to 
the  extent  of  seventy  millions  of  ounces. 

**  It  has  been  proposed,  for  the  purpose  of  remedying  the  scarcity  of  sil- 
ver, which  the  rooont  depreciation  of  gold  has  withdrawn  from  circalation, 
to  reduce  the  weight  of  standard  ellver  in  our  dollar  fr<im  412^  grains  to 
384  grains;  that  is,  to  take  from  it  2')/'^,'*^  grains  nf  pure  silver,  thus  re- 
ducing its  intrinsic  value  G.91  per  cent.  It  is  said  this  debasement  is  only 
to  bo  applied  to  the  frMMlons  of  a  dollar.  It  may  be  that  no  evil  would 
ensue  from  such  a  change,  especially  if  confined  to  quarters,  dimes,  and 
half  dimes,  and.  if  they  were  not  made  a  legal  tender  beyond  ftve^  nk 
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inoHt,  ten  dollnm.  The  nse  of  thefie  small  coins  eonid  learoelj  fmpair  the 
dollar  tinit.  But  the  measure  dues  not  appear  by  any  means  commensurate 
with  tlie  evil,  Jt  would  still  be  found  that  silver  was  scarce;  and  if  these 
debased  cuius  were  increased  in  quantity  beyond  the  more  demand  for 
«haiise,  thej  would  d«|ireoUte  to  their  baUion  Taloe,  asd  become  •  naiiMkce. 

*'  It  appears  more  natural,  as  well  as  advantag^ns,  to  look  for  the  remedy 
on  the  side  whence  the  grievance  comca.  The  scarcity  of  silver  has  arisen 
from  the  depreciation  of  gold ;  and  that  bj  reason  of  its  abundance,  more 
than  from  rmy  special  domnnd  ftr  silver,  or  any  increase  in  the  value.  In- 
stc:i(1.  till  T'  turo,  (if  disturbing  our  sihi  r  t  oinapje,  so  intimately  connected 
t^ith  uur  money  of  account,  would  it  nut  bu  safer  to  confine  any  measure 
intended  to  meet  the  present  difflcultj  to  gold,  the  fall  in  value  of  which 
baa  ooeanoned  the  exportation  of  onr  silTer  T  If  the  matter  had  been  on- 
dcrstood  in  time,  a  very  simple  measure  would  hare  proTCnted  the  shipment 
of  silver.  Gold  bad  depreciated,  but  the  legal  price  remained  ;  and  the 
fiilvpr  vva>5  r!iy>itl!y  cnrried  oflf  before  the  banks  were  Supplied  with  gold,  and 
before  they  were  tuiiy  aware  of  thfl  depreciation. 

*'If,  at  the  moment  the  silver  began  to  disappear,  Congress  had  Inter* 
Tcned,  and  repealed  so  mnch  of  tUe  act  of  1834  as  mada  gold  a  legal  ten- 
der at  the  rate  of  23^,^  grains  to  the  dollar,  gold,  which  was  flowing  npon 
us  from  the  Pacific,  would  hare  instantly  sunk  to  its  market  value,  and 
have  become  the  preferable  remittance,  more  espeoialljr  as  Great  ifoitain 
adhcrc<«  to  a  fixed  price  for  gold. 

"  A  fixed  relation  between  p<»ld  and  ."liver,  an  established  Ie;:;al  price  for 
both  on  the  assumption  that  they  will  not  change  in  their  relation  to  each 
other»  and  that  tlM  valae  of  each  must  remain  unchanged,  is  a  policy  so 
mittaken«  that  it  abonld  not  stand  long  on  any  8tatut»>book ;  but^  least  of 
all*  should  it  be  upheld  in  the  face  of  facts  which  clearly  exhibit  that  ono 
of  the  preciona  metals  has  actually  changed  its  yalne  materially,  and  must 
soon,  by  the  inevitable  laws  of  trade,  undergo  a  more  important  change. 
It  n  ifuirea  no  very  strong  effort  of  thouglit  to  perceive  that  a  people  who 
attempt  to  uphold  the  pri(^  of  a  metal  which  has  permanently  fallen  in 
Talue,  will  be  nbondantly^pplied  with  tho  article  they  eontinna  to  over- 
valne.  This  very  fact  dettroyi  what  is  called  the  double  standard,  and 
anbstitntes  the  depreciated  i^ngle  one.  If  this  were  the  whole  mischief,  it 
would  be  small ;  but  the  mast  of  the  people  continue  to  reckon  and  esti- 
mate in  tho  long  established  money  of  account,  whilst  payments,  until  the 
proper  remedy  is  applied,  continue  to  be  made  in  the  depreciated  coin. 
The  double  8tan<lard  may  exist  for  a  long  time  without  inflicting  any  spe- 
cial injury  beyond  the  confusion  of  ideas  which  it  creates;  hot  when  the 
flnctnation  of  either  metal  commences,  injustice  is  flagrant  on  every  side. 
It  is  as  if  the  parties  in  trade  were  provided  with  one  measure  to  make 
tiieir  purchases,  and  another  of  different  capacity  by  which  to  make  their 
sales ;  and  thia  not  according  to  a  uniform  practice,  but  according  to  every 
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man's  knowledge,  canning,  capacity,  and  the  grailo  of  his  morals.  The 
double  standard  becomes,  upon  an  occasion  like  the  present,  when  not  an 
intelligent  doubt  can  be  entertained  of  an  early  depreciation  of  gold,  a  posi- 
tiT6  and  impending  erU  of  ft  magaitade  not  easily  esUmfttad,  but  which  obb 
Msraely  be  mvmi^.  Aa  little  time  as  poasible  ahoold  be  lost  in  removing 
it,  beeaoae  in  eommeroe,  as  well  as  in  other  oooapfttions  of  life,  '  coming 
events  caHt  their  shadows  before;'  and  because,  while  the  shrewd  and 
wcll-infDrmcil  will  'stand  from  under,'  and  avoid  the  niischiof,  the  unwary 
and  uuitiformcd  will  bo  made  to  suffer  an<l  1  ■  n  ome  the  prey  of  those  who 
oan,  under  cover  of  law,  make  a  business  of  fraud. 

"  The  double  alandftrd,  abanrd  at  all  times,  ood  speoially  objeotionable  in 
the  anticipation  of  a  considerable  decline  in  the  price  of  gold,  is,  howetrer, 
immeasurably  less  objectionable  than  the  adoption  of  a  single  standard  of 
gold  bk  onr  present  circumstances,  even  when  we  leave  out  uf  view  the 
money  of  account,  and  the  infinity  of  commercial  considerations  connected 
with  it,  and  rt';;ard  the  chann;e  to  be  made  merely  in  the  li;;htof  a  standard. 
If  it  be,  as  most  of  the  approved  writers  >on  money  suppose,  that  prices  are 
Strict  comparisons  with  coins — that  salee  are  onlj  made  with  reference  to 
ooins— what  must  be  prononnoed  of  the  policy  which  rejects  the  metal 
which  is  unmoved,  and  tikes  that  for  a  standard  which  is  in  the  very  act 
of  going  down?  ^Vith  uluit  degree  of  accurnoy  can  the  masses  of  people 
in  the  United  States  keep  pace  with  the  decline  which  may  take  place  in 
gold?  This  decline  may,  at  time.-),  proofed  by  slow  and  imperceptible  de- 
grccis  and  at  times,  according  to  the  uccidenta  or  movements  of  trade,  by 
jerks*  In  either  case,  bnt  a  very  small  number  of  men  will  be  able  to  ap- 
preciate its  downward  progress.  The  |Miblio  will  only  register  it  by  tiidr 
losses ;  and  their  eyes  will  only  open  when  it  is  too  late.  It  is  more  thaa 
probable  that  the  dealers  in  bullion  in  London  would  ficst  perceive  and  take 
advantage  of  every  stop  in  tliis  depreciation. 

"It  would  be  a  misfortune  of  no  small  moment  if,  in  place  of  tlic  double 
standard,  our  past  system  had  been  the  single  gold  btandard,  as  it  is  in 
Great  Britun.  We  should  now  be  trembling  with  apprehension  of  tbo  de> 
dine  of  gold,  and  all  the  innumerable  and  iojonous  results  which  such  a 
decline  in  the  value  of  a  standard  metal  imposes.  That  these  apprehenr 
sions  are  now  felt  in  an  eminent  degree  in  England,  is  abundantly  plain  to 
all  who  are  observant  of  financial  and  pecuniary  affairs  in  that  country. 
Many  there  know  that  danger  is  imminent,  and  rejoice  that  the  demand  for 
gold  on  the  continent  postponed  the  expected  mischief,  iiut  the  gald  is  now 
returning,  and  the  Bank  of  England  is  now  stocksd  with  it  bejond  all  pto- 
cedent.  This  influx  upon  that  bank  must  eontinue,  unless  partially  inter» 
fered  with  by  wars,  or  anticipations  of  wars,  on  the  continent.  So  long  aa 
the  bank  continues  to  give,  as  coinpelhd  by  law,  X3  17^.  9J.  for  gold,  it 
will,  undi  r  tlic  depreciating  process.  How  there  from  all  quarters  of  the 
world,  until  the  government  repeals  this  awkward  obligation. 
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'*As  tkia  fnbjoct  is  viMred  by  many  of  the  ablest  men  in  Kngland,  it 

eeCDis  purroundoil  with  in9up*>rf\l;le  difficiiltief,  find  impenetrable  darkness. 
And  yet,  if  the  doctrine  and  function;*  df  a  ni  mcy  of  account  were  tho- 
rouglily  8tadled,  the  remedy  fur  the  wliolc  anticipated  evil  would  be  far 
more  simple  and  easy  of  accompliKbinent  than  many  duties  the  goTernment 
bM  to  perform*  Lei  the  beok  be  releaeed  from  the  obli^Uon  to  take  go)d» 
and  let  the  mini  prioe  be  repealed,  that  geld  may  take  itsvalne  ia  the  mat^ 
kttt  with  silver.  The  Enp;lith  mooej  of  afloount  will  safely  and  effeciaally 
register  all  prlccsi  nnd  values,  preserve  unchan;;ed  all  contracts,  palarien 
and  annuities,  and  jtermit  the  vast  concerns  of  the  liritish  Treasury  and 
British  industry  and  trade  to  proceed  undisturlied  in  their  accustomed 
channels.  It  would  be  necessary  to  connect  this  measure,  at  no  distant 
day,  with  another  for  the  epeoial  protection  of  the  money  of  aeeonnt.  The 
feeponeihility  of  vii^hmeei  in  t^ard  to  the  money  of  aeoount,  might  be 
plaeed  npon  the  Chanoellorof  tiie  Eichequer;  oonetant  obeervatlon  of  the 
valae  of  silver  bullion,  and  proper  restraints  upon  the  quantity  of  bank 
paper  circulation,  would  keep  the  money  of  account  unehan«:;ed.  Expe- 
rience would  show  whether  this  system  nu;^ht  not  l>e  contitmed  ind  jfiuitely, 
and  it  would  at  least  afford  time  to  devise  other  appropriate  remedies  foi 
the  efil.  If  the  money  of  aeeonnt  could  nnuntdn  iteelf  nnchnnged,  with 
an  ilmoet  eielnaife  paper  eurenlation,  during  the  firet  twelve  yeare  of  the 
aoepenrion  of  payments  by  the  bank  in  1797,  surely  the  ume,  and  e?en  a 
much  better  result,  could  be  obtained  by  a  well-devised  measure  now,  when 
the  bank  is  able  to  pay  every  demand  in  gold.  At  all  events,  those  who 
can  repose  no  confidence  in  such  an  arrangement,  mirrht  feel  very  safe  if 
their  bank  paper  was  kept  at  par  with  silver  bullion  until  time  hod  pointed 
oal  aome  better  plan.  Thie  wonld  not  be  changing,  as  some  may  think, 
from  the  gold  to  the  eilver  standard;  it  wonld  be  simply  dispensing  with 
any  etandard,  except  the  mint  standard  for  coinage.  And  this,  aa  we  con- 
tend, is  what  the  mental  habits  of  trading  people  lead  them  to  do^  be  the 
law  of  the  mone}'  standard,  or  standard  of  payment,  what  it  may. 

It  is  difiioult  to  conceive  how  any  one  could  have  thought  of  dispensing 
with  our  silver  standard,  and  adopting  the  single  gold  standard  in  the 
United  States,  at  this  moment  of  expected  depreciation  of  that  metal,  unless 
the  enggestion  came  from  Bng^nd«  That  Uiey  may  want  companions  in 
their  trouble  is  not  at  all  improbable ;  but  that  we  should  ^Ittntoer  that 
•aerifiee  is  past  comprehension.  If  England  OMitinnes,  in  spite  of  common 
sense  and  enmmcrcial  prudence,  to  pay  the  same  price  fur  gold  after  it  be- 
gins to  depreciate,  she  will  receive  it  ns  long  as  she  ha.s  anything  to  give 
for  it,  until  she  is  bursting  with  gold  at  every  pore;  and  when  the  plethora 
can  be  endured  no  longer,  and  the  hour  of  depletion  arrives,  then  a  heavy 
loec  will  accrue,  and  min  will  overtake  multitudes  through  its  effecte  upon 
the  Bank  of  England. 
**If  the  United  Statec  should  adopt  the  single  gold  etandard  with  onr 
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present  lo;;aI  or  mint  price,  a  portion  of  that  loss  would  bo  thrown  upon  U9. 
It  is  true,  the  laws  of  trade  voiy  often  obviiite,  lor  a  time,  the  natural  con- 
sequences of  unwise  legislation,  or  the  niu^t  absurd  commerciiil  blunders. 
At  the  pnMnt  nioiii«al  we  are  under  such  beavj  indebtedneM  to  England 
for  goods  imported  in  exeeas  of  the  Tslae  of  oor  exporti»  that  we  have  all 
the  advanlage  of  the  game  1&  gold.  We  are  p^risg  in  a  depreciating 
BMlal;  but  our  inerehanti  who  are  trading  with  California  are  receiving 
payment  in  the  same  falling  rommoclity.  If  wo  adopt  the  gold  standard 
Jiuw,  we  nii;;lit  not  suffer  immediate  injury,  owing  to  our  indebtednetis;  but 
we  should  enter  upon  u  game  of  agiotage  and  prolitand  loss  with  the  Bank 
of  England  and  the  great  merchants  of  London,  in  which,  aooording  to  onr 
past  experience,  we  should  oome  oat  heavy  losers.  The  retention  of  our 
doable  standard,  with  a  fixed  pries  of  gold,  may  inTolve  many  and  sevioos 
mischiefs  in  our  domostio  trade,  but  cannnt  a?oct  us  iTijuri<  u<;ly  in  our 
foreign  trade  bo  long  as  wo  are  indebted  abroad,  and  our  banks  retain  the 
privilege  of  paying  in  gold.  In  case,  however,  of  a  favorable  lialanei;  with 
any  country  in  the  world,  our  remittances  would  all  come  in  the  depreciated 
metal.  The  further  this  subject  is  pursued,  the  more  clearly  will  it  be  seen 
to  be  the  undoubted  policy  of  both  England  and  the  United  States  to  repeal 
the  fixed  prioe  of  gold,  and  make  it  a  tender  only  at  the  market  price.  This 
is  a  fiivorable  time  to  make  the  change  here,  because  the  market  price  will 
not  only  be  maintained  during  the  present  adverse  exchange  with  l.ngland, 
but  if  that  exchange  continues  as  now,  it  wouM  inevitably  go  uIkivc  our 
mint  [irlce:  that  is,  while,  by  the  natural  course  uf  events,  goM  would  be 
depreeialed  from  its  over-supply,  by  the  state  of  our  indebtedness  to  Eng- 
land, and  the  great  demand  tat  funds  to  remit,  it  might  rapidly  go  to  a 
high  premium.  It  is  impossible  to  say  what  would  have  been  the  price  of 
axsbange  on  England  during  the  past  year,  if  the  parties  remitting  had  not 
been  permitted  to  take  gold  and  silver  from  the  banks  at  par.  Now,  if  the 
banks  were  permitted  to  pay  in  goM  at  tlif  market  price,  or  tho  same  price 
at  which,  from  linio  to  time,  it  might  bo  declared  to  be  receivable  nt  the 
8ul>treaHuries  of  the  United  States,  we  should  bo  rcceiviug  a  premium  on 
gold  at  the  momcBt  when  it  might  he  i&triarieally  under  par."  •  i 
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1 1.  The  arinal  vsc  made  of  coins  measures  their  iwporiance  and  potter— 
Modi*  of  payment  of  greater  effieiency  adopted— Baeh  to  6e  judged  upun 
Hi  cwn  nuriU—Utaffet  of  trade  auign  to  coitu  Iheir  qffiee—Nat  a  model 

ewrrency — TJiey  cany  no  liiglier  interest  than  a  crolil  in  bank — 7%e 
British  art  of  1>44,  r<  >]uirin'j  the  issues  of  the  hanlc  to  fftirfitaf''  as  'j>>hi  — 
F^ir  Roherf  Peel — I^ird  Oirrlom  —  Cot.  Torrens — The  question  one  qf 
commerce  and  paynent  —  Jielum  to  hard  currency  impossiiAe. 

In  some  respects^  the  esctraTagant  estimate  placed  upon  gold 
and  silver,  in  their  functions  of  money,  is  not  too  great.  As 
such,  they  are  an  universal  equivalent.  Every  article  which  Is  ^ 
for  sale  can  he  purchased  for  gold  or  silver.  This  is  not  true,  to 
the  same  extent,  of  any  other  commodity.  They  have  maintained 
their  place,  as  the  hest  materials  for  money  and  coinage,  for 
thousands  of  years.  It  is  not  wonderful,  therefore^  that  they 
should  4)6  prized  as  the  chief  items  and  emhlems  of  wealth. 
Their  actual  employment,  to  a  large  extent,  in  those  small  deal- 
inirs  which  are  immediately  connected  with  daily  living,  and 
in  all  tiic  dctailri  uf  food,  lod?in<x  au<I  ruiiiKiit.  blinds  their 
iiiijiortanco  and  utility  homo  to  all  Avho  purchase  .such  uuccssa- 
ries  at  pleasure,  as  well  a.s  to  those  who,  from  poverty,  do  not  enjoy 
that  advantage.  This,  together  with  tlie  fact  that  so  many 
make  no  distinction  between  money  and  money  of  account, 
creates  the  impression  that,  somehow  or  other,  all  purchases  and 
paj'ments  are  indebted  for  their  validity  to  gold  or  silver  money; 
that,  when  not  cui]'loycd  In  any  transaction,  they  are  in  some 
way  involved  and  referred  to,  is  the  firm  belief  of  multitudes. 
This  impression  can  only  be  wiped  off  by  a  full  comprehension 
of  the  ofBce  and  functions  of  a  money  of  account.  When  this  is 
attained,  and  when  he  who  examines  this  subject  can  fully  discri- 
minate between  the  use  of  money  of  account,  by  which  prices  are  . 
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expressed,  and  the  use  of  coins,  hj  which  payments  are  made, 
it  is  not  difficult  to  estimate  the  real  importance  of  the  precioos 
metals  employed  as  a  medlmn  of  exchange.  We  are  disposed  to 
think  that  no  safer  or  closer  approximation  can  be  made  to  their 
importance  or  value  as  a  currency,  than  that  which  is  denoted 
by  the  actual  extent  to  which  they  arc  employed.  We  do  not 
mean  to  say  that  the  manner  of  their  use  is  best,  nor  whether 
they  may  not  with  advantage  be  more  or  less  emplujcd ;  but  we 
mean  that  the  real  extent  to  which  they  are  employed  is  the 
truest  criterion  of  their  importance  and  power  as  a  currency. 
Wo  have  seen  that  more  coins  arc  manufactured  than  are  re- 
quired, and  that  the  chief  mints  of  the  world  have  long  been 
mainly  emplojcd  In  working  up  the  products  of  other  mints.  Of 
course  no  exact  estimate  of  the  amount  of  coins  actually  re- 
quired for  the  business  of  a  country  can  be  made ;  but  the 
amount  must  be  excecdeil,  wben  large  quantities  of  coin  are 
exported,  to  be  recoined  at  foreign  mint?. 

We  have  said  that  the  power  and  iinpurtanco  of  gold  and  sil- 
ver, as  a  medium  of  exehanLTC,  are  best  nicasurcd  by  their  actual 
employment  and  agency.  We  may  go  further,  and  say  that,  in 
all  those  transactions  of  trade,  foreign  and  domestic,  in  wliich 
the  precious  metals  are  not  employed,  they  not  only  exercise  no 
agency  ^vhatever,  but  tlioy  arc  not  needcil.  ^^  lien  ^ve*•lre  con- 
sidering the  uses  to  which  the  ])reci<)U.s  mefrtl^  nri'  put  as  money, 
or  a  medium  of  exchange,  whether  coined  or  uncoined,  we  should 
confine  our  views  to  their  proper  range  of  use.  And  when  we  are 
considering  that  vastly  larger  proportion  of  the  payments  of 
trade  which  are  made  without  any  agency,  direct  or  indirect,  of 
gold  or  silver,  we  should  study  the  very  processes  by  which 
these  payments  are  effected.  They  are  as  valid,  complete  and 
legitimate  as  are  the  transactions  carried  on  by  means  of  coins; 
and,  therefore,  of  so  much  the  greater  interest,  because  that 
portion  of  commerce  which  is  effected  without  the  agency  of  the 
precious  metals,  saves  the  great  expense  of  employing  them  ^ 
an  economy  which  cannot  be  rated  at  less  than  ten  times  the 
whole  quantity  of  the  precious  metals  now  in  use.  So  far  as  the 
exports  of  a  country  are  made  by  bills  of  exchange,  and  other 
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means,  to  pay  for  its  imports,  so  far  the  payment3  arc  as  well 
and  effectually  mado  as  the  small  balance  either  wajr>  which  ia 
discharged  in  gold  and  silver. 

IfVhatever  be  the  utility  and  importance  of  the  precious  metals 
•8  a  mediam  of  exchange  or  an  equivalent,  their  atter  insnfll- 
ciency  to  accompliab  thd  payments  of  the  present  day  shows 
that>  though  they  may  nerer  be  wholly  dispensed  with  in  com- 
merce, their  efficacy  as  means  of  payment  has  been  so  far  trans- 
cended by  other  modes,  devices  and  contrivi^ces,  that  nothing 
can  be  more  fallacious  than  ^ to  regard  them  as  a  model. 
Wagons,  earta  and  wheelbamSws  were  once  the  best  Tehiclcs  of 
transportation ;  and  in  some  places,  and  for  certain  ascs,  they 
are  yet  the  best ;  but  it  would  be  signally  absurd  to  insist  that 
looomotives  should  be  carefully  regulated  in  their  constmction, 
speed  and  use  on  the  model  of  wagons  and  carts  of  the  olden . 
tune^  or  of  those  which  are  still  in  use.  , 

Upon  ibis  snbjeet  oiir  attention  shoold  not,  then,  be  mainly 
directed  to  silver  and  gold,  merely  becanse  they  were  the  ear- 
liest medium  of  exchange,  or  the  one  most  highly  prised  as  such, 
but  rather  to  the  object  to  be  effected.  We  are  not  bound  to 
employ  so  expensive  a  medium,  if  we  can  avoid  it.  In  all 
stages  of  commerce,  we  find  there  has  been  a  constant  effort  to 
dispense  enturely  with  the  use  of  the  precious  metals.  The  great 
object  of  commerce  being  not  merely  to  obtain  and  circulate 
gold  and  silver,  but  to  effect  an  exchange  of  commodities  and 
labor,  the  interchange  which  is  effected  wiiliout  any  iiiediuin  of 
intrinsic  value  must  certainly  be  much  more  econuaiical  than 
that  in  whieh  the  precious  metals  must  be  cm])loyed.  When  the 
payments  of  forei;^n  commerce  between  two  nations  are  effected 
through  mutual  bills  of  exchange,  by  which  the  commodities  ex- 
changed pay  for  each  other,  the  dealings  between  tliem  are  as 
effectual  as  if  carri(  rl  on  at  every  step  by  payments  in  gold  or 
silver.  When  neighboring?  tradesmen  or  merchants  deal  with 
each  other,  it  matters  not  to  what  amount,,  debiting  in  their 
respective  books  of  account  the  price  of  what  they  sell  to  each 
other,  their  payments  are  made  by  simply  comparing  and  bal- 
ancing accounts.   These  modes  of  payment  are  undoubtedly  as 
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effectual,  and  far  more  economical  and  rapid,  than  if  tlic  parties 
had  paid  the  coin  in  every  transaction.  Dealings  like  these  do 
not  require  to  be  governed  by  rules  or  considerations  which  per- 
tain to  the  circulation  of  coins.  The  precious  metals,  in  the 
shape  of  coinvS,  are  only  one  of  many  means  of  cfTecting  an  in- 
terchange of  commodities ;  and  being  far  from  the  most  efficient, 
the  mode  of  their  operation  should  not  be  the  rule  when  they 
are  not  employed.  As  well  might  the  transportation  of  goods 
by  camels  and  car^  be  made  the  rale  for  railroads. 

The  prices  of  commerce  are  all  expressed  in  money  of  account; 
bills  of  sale  are  all  rendered  in  money  of  aooovnt ;  bills  of  ex- 
change,  and  promissory  notes,  are  for  sums  expressed  in  money 
of  account ;  books  arc  so  kept ;  and  all  payments,  bowever 
made,  are  bat  the  discharge  of  debts  ascertained  and  expressed 
in  money  of  aoooont.  In  all  this  coins  bare  nothing  to  do, 
unless  tbey  are  n8e4  in  final  payment,  whicb  is  very  rarely  the 
case.  Gold  and  silver  being,  then,  but  one  of  many  agencies 
of  commerce^  bowever  neoessary  and  denraUe  in  their  place, 
however  appropriate  that  the  many  questions  relating  to  their 
use  be^wisely  and  skilfully  determined,  there  is  no  propriety  in 
their  being  regarded  as  models  or  guides  to  determine  questions 
arising  in  other  modes  of  payment. 

As  nearly  all  the  large  dealings  of  commerce  are  now  carried 
on,  and  the  payments  made,  without  the  use  of  any  medium  of 
exchange,  or  any  one  without  intrinsic  value,  -there  is  neither 
reason  nor  logic  in  appealing  to  the  doctrine  of  gold  and  silver 
money  for  instruction  or  guidance  in  these  large  operations. 
The  necessities  of  commerce  have  revealed  cheaper  and  more 
rapid  modes  of  payments.  Men  have  availed  themselves  of  various 
agencies,  explained  bereaflter,  to  set  off  the  debts  of  the  people 
in  one  country  against  the  debts  of  the  people  in  the  other.  If 
individuals  in  England  owe  to  individuals  in  the  United  States 
the  sum  of  five  millions,  and  if  individuals  in  the  latter  owe  to 
individuals  in  tlio  funner  five  millions,  the  whole  can  be  settled 
by  bills  of  exchange,  without  the  sli^^litest  obligations  to  or  any 
use  of  the  precious  metals.  The  nicrcliandise  of  one  country  is, 
by  ihis  process,  made  to  pay  for  the  merchandise  of  the  other. 
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No  medium  of  intrinsic  value  need  intervene.  Tlie  parties  (le:il- 
ing  simply  ascertain,  and  keep  some  evidence  of  tiieir  respective 
dues,  until  the  account  between  them  can  be  balanced  or  set  off 
ag&inst  each  other.  In  such  transactions,  there  being  no  need 
of  gold  or  silvw,  it  irould  be  hard  to  divine  why  the  shadow 
ghould  interreno  where  the  substuice  is  not  reqaircd.  We  can- 
not see  why,  if  gold  and  silver  cannot  be  made  to  effect  the  pay- 
ments of  commerce,  they  should  be  the  basis  of  roles  and  regu- 
lations for  payments  in  which  they  ha.?e  no  part. 

The  progress  of  business,  the  usages  of  commorce,  and  the 
requirements  of  industry,  haye  in  fact  assigned  to  the  precious 
metals  thdr  true  plaoe  and  office.  If  we  ^|»mine  the  position 
thus  assigned,  we  find  ibem  employed  as  tiie  small  change  of 
ihe  retail  trade,  as  the  means  of  paying  balances,  and  as  bank- 
iiig  securities.  The  euirent  payments  of  business,  out  of  the 
merest  retail  trade,  are  very  seldom  made  in  coins  or  bullion. 
It  is  a  £ict  well  known  in  this  country,  that  where  notes  are 
issued  in  sums  small  enough  for  the  purposes  of  the  retail  trade, 
they  invariably  supersede  the  use  of  coins,  even  in  the  retail 
business.  It  requires  very  stringent  laws  in  Pennsylvania  to 
keep  out  of  her  circulation  the  one  dollar  notes  of  the  surround- 
ing States ;  and  even  with  the  aid  of  these  they  are  but  par- 
tially kept  away :  such  is  the  indifference  to  coins,  in  a  country 
where  each  individual  has  a  legal  right  to  demand  payment  of 
every  debt  due  to  him  in  gold  or  silver.  The  precious  metals, 
therefore,  find  no  actual  preference  even  in  the  small  payments 
of  the  retail  trade.  Experience  has  shown  the  same  results, 
even  where  the  paper  tlius  preferred  "was  inconvertible. 

In  Great  Britain,  and  in  the  United  States,  long  periods  of 
time  have  elapsed,  in  which  payments  were  almost  exclusively 
made  in  inconvertible  paper  currency,  or  in  other  devices  of 
the  credit  system.  This  was  the  case  in  Great  Britain  in  the 
memorable  period  between  17U7  and  1822;  a  period  of  conti- 
nental war,  but  of  great  commercial  and  industrial  prosperity ; 
a  period  in  which  the  public  revenue  and  productive  industry 
reached  a  higher  point  than  had  ever  been  attained  before.  But 
even  since  the  resumption  of  specie  payments  in  Great  Britain, 
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and  in  the  United  States,  the  payments  of  commerce  are,  to  a 
very  small  extent,  made  in  coins  or  bullion,  though  every  credi- 
tor can  legally  insist  upon  such  payment.  Commerce,  tlu'n,  can 
be  carried  on  without  resort  to  the  precious  metals,  in  cu»e  of 
national  emergency ;  their  agency  is  comparatively  small  and 
special,  when  such  emergencies  do  not  exist.  In  the  city  and 
Slate  of  New  York,  nearly  the  entire  domestic  circulation  down 
to  a  dollar  is  of  paper;  and  ho  it  is  throughout  the  New  Eng- 
land States.  A  very  large  proportion  of  their  current  pay- 
ments is  made  in  notes  under  five  dollars ;  and  the  amount  of 
coins  required  is  only  in  change  for  sums  under  one  dollar* 
IJiey  prefer  this  System,  and  adber«  to  it.  The  Scots  are  so 
QZtremelj  tenacious  of  their  one  pound  notes,  that  they  have 
strenuously  resisted  repeated  elTorts  of  the  British  Parliament 
to  prohibit  the  issue  of  suoh  notes  in  Scotlaod.^  And  highly  as 
the  English  authorities  now  pride  themselves  upon  the  fact  ef 
permitting  the  issue  of  no  bank-notes  under  five  pounds,  it  is  a 
faet  well  known,  that  upon  one  occasion  the  Bank  of  England 
was  sared  from  snspension,  on  the  oeoasion  of  a  run  upon  its 
specie,  bj  offering  to  the  public  one  pound  notes,  a  box  of  whieh 
happily  renuuned  in  the  bank,  the  remnant  of  former  issnes.  We 
adduce  snch  facts  as  these^  and  many  sooh  might  be  indicated, 
to  show  the  comparatiTe  importance  of  the  preci4MS  metals  as  a  ■ 
means  of  payment.  It  is  impossible  to  estimate  the  eiaot 
agency,  or  comparative  eflimeney,  of  any  of  the  Tsriow  modes 
of  effecting  payments.  We  can  only  determine  their  respective 
usefulness  bj  diserving  their  operation  side  by  side*  We  can- 
not but  see  that»  whatever  advantages  the  precious  metab  hww 
in  their  intrinsic  value,  in  their  superior  fitness  for  ooinsge,  in 
their  bmg  the  only  legal  medium  of  discharging  a  debt,  in 
'  every  creditor's  having  the  right  to  demand  them  in  payment, 
yet,  after  all,  they  are  employed  to  but  a  very  limited  extent, 
and  arc  always  displaced  by  paper  whenever  it  is  ofTured,  both 
for  large  and  in  small  tranaactioms. 

*  One  of  these  efforts  called  forth  a  witty  and  enorg^tie  protestation  by 
Walter  Seott,  in  sererel  l<mg  letters  under  the  signature  of  JTofticAt  Makh 
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We  repeat,  then,  that  there  is  neither  propriety,  nor  neofls* 
sity,  nor  logic,  in  looking  to  the  doctrine  of  the  preeiouB  metals 
and  coinage  for  rules  or  regulations  in  regard  to  processes  of 
payment,  and  deviees  of  the  eredit  system,  whioh  are  wholly  in- 
dependent of  the  predons  metals  in  their  theory^  and  in  their 
operation.  Because  gold  and  ailrer,  one  or  hoth,  are  the  safeet 
and  best  medium  for  payment  of  balanoee^  foif  bank  aecnrities^ 
and  for  legal  tender  in  oaaeB  where  parties  eannot  agree,  it  does 
not  follow  that  the  doctrine  and  usages  which  govern  payments 
in  the  precious  metals  should  be  the  nde  in  payments  by  the 
eredit  system. 

We  may  adduce,  as  farther  proof  that  the  preeions  metak 
occupy  no  specially  important  rank  in  the  great  business  of  pay- 
ing debts,  that  when  the  demand  for  means  to  pay  debts  is  so 
urgent  that  the  rate  of  interest  rises  from  the  half  of  one  to  one, 
two  or  three  per  cent,  per  month,  the  demand  in  such  cases  is 
never  for  spede  or  coins,  but  merely  for  such  funds  as  are 
nsaally  employed  in  payments.  Coins  or  bullion  do  not  fluc- 
tuate in  value,  with  the  rate  of  interest;  when  interest  rises 
one,  two  or  three  hundred  per  cent.,  coins  may  not  increase  in 
yaluo  one  per  cent.  A  ;j:reat  demand  for  the  means  of  paying 
debts  does  not  iiuply  any  increased  demand  for  coins  or  bullion. 
When  the  pressure  for  money  is  greatest,  and  interest  at  the 
highest  rate,  gold  or  silver  coins  command  no  higher  interest 
than  a  credit  in  hank.  A  credit  on  the  books  of  the  Bank  of 
Venice,  which  was  not  convertible  into  specie,  but  only  trans- 
ferable in  payment  of  debts,  always  stood  at  a  high  premium 
over  current  coins.  It  is  evident,  then,  that  the  partiality 
entertained  for  the  precious  metals  is  not  strong  enough  to  in- 
crease the  price  or  the  demand,  in  times  of  pressure  or  scarcity, 
any  more  than  when  money  is  plenty,  an<l  interest  low.  What 
is  needed,  at  such  times,  is  not  gold  nor  silver,  for  upon  such 
occasions  they  arc  specially  inconvenient,  but  simply  funds 
which  will  pay  debts,  whether  bank-notes  or  bank  credits.  The 
•  most  urgent  necessity  to  which  the  man  of  business  is  subject, 
u  that  of  paying  his  debts  with  perfect  punctuality ;  his  credit 
depends  upon  this.  Yet,  in  his  most  presnng  wants  for  money, 
11 
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it  never  occurs  to  him  that  coins  are  any  more  desirable  than 
anything  oisc  that  ^ill  acquit  him  of  his  obligations. 

It  vould  seem  idle  to  maintain  this  point  further,  by  argQ" 
mcnt  or  illuatration,  if  men  of  high  position  and  acute  minds 
had  not  even  recently  yielded  to  the  fallaoy,  that  substttates  for 
money  should  be  regulated  so  as  to  operate  like  a  currency 
wholly  of  gold  'or  silver.  Upon  this  idea,  chiefly,  ivas  Sir 
Robert  Peers  bill  of  1844,  to  modify  the  Bank  of  £ngland| 
founded.  The  bank  was  allowed,  by  this  bill,  to  issue  notes,  to 
a  oertain  specified  amount,  on  the  security  of  the  debt  due  by 
the  government  to  the  bank.  Beyond  that  snm  no  further 
Issues  were  to  be  made  but  vpom  gold  actually  in  the  bank ;  the 
avowed  object  being  to  make  the  notes  fluctuate  precisely  as  a 
gold  currency  would  fluctuate.  The  error  involved  in  this  mea- 
sure, and  the  deceptive  ressoning  upon  which  it  was  based,  was 
strongly  urged  at  the  time :  experience  has  equally  condemned 
it  since ;  and  it  only  stands  a  monument  of  ihe  difliculty  a  gov- 
ernment finds  in  retracing  a  false  step. 

It  win  be  some  gain  if  the  public  learn  from  experiment,  that 
tlie  only  connexion  which  the  gold  in  the  Bank  of  England  has 
with  its  current  operations  is  as  a  security  to  the  holder  of  its 
notes,  and  to  its  depositors.  The  immense  amount  of  payments 
eflected  by  the  customers  of  the  bank,  through  its  agency,  are 
in  no  way  dependent  on  the  gold  in  its  vaults  for  their  efficacy. 
The  government  may  limit  the  business  of  the  bank  by  refer- 
ence to  the  quantity  of  gold  on  hand,  if  the  public  interest 
demands  it;  but  it  should  not  propound,  as  u  reason  for  such 
limitation,  tiiat  the  movements  in  the  deposits  and  notes  of  a 
bank  should  correspond  with  the  fluctuations  of  a  currency 
wholly  metallic.  This  is  runnino^  the  cart  against  the  locomo- 
tive, the  "ship  of  the  desert"  against  the  steamer  of  the  ocean. 
A  greater  amount  of  payments  arc  made,  in  the  Bank  of  Eng- 
land, for  tlie  benefit  of  its  customers  in  one  week,  without 
touching  a  penny  of  its  coin,  than  could  bo  cfieeted  hy  that 
coin,  in  its  regular  movements,  in  a  whole  year.  The  bank,  what- 
ever its  demerits,  or  whatever  reforms  it  may  need,  as  an  instru- 
ment for  accomplishing  the  payments  of  commerce,  is  just  as 
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aracli  more  effwtire  than  the  eoin  m  its  ▼miHs,  as  « loooaotiva 
with  its  freight  tram  »  snperior  to  a  nan  with  n  wheen»anow. 
When  it  heoones  expedient  for  »  eteamer  ai  tea  to  taek  and 
take  the  same  zig-zag  oooree  trhich  »  sailing  Tcfleel  is  eompelled 
to  take,  then  it  may  be  iriae  to  regulate  the  movementa  of  the 
credit  system  by  thoee  of  oohis  and  belfion. 

The  inflnenoe  of  a  great  and  honest  statesman  iraa  soiBoienft 
to  carry,  agaiast  moch  opposition^  a  meaenre  desttned  to  he 
oalled  the  greatest  mistake  of  his  nseful  life.  ,We  shall  not 
enter  into  the  sabjeet  at  large  here:  the  irhole  sniistanee  of  the 
positions  taken  in  this  volnme  are  opposed  to  the  principles  pro- 
pounded as  grounds  for  the  act  of  1844.^ 

The  advocate  of  tlic  act  of  1844  regards  the  ^vliolc  subject  of 
money  and  credit  IVuiu  a  wrong  point  of  view.    Tkc  rcul  subject 

commerce,  and  the  real  cj^uestion  is,  how  the  payments  of 

*  Wc  cannot  easily  persuade  ourselvea  thai  tbia  act  is  roally  a  product 
of  Sir  Boboxt  .Peel's  mind.  We  takher  taditte  to  gtve  the  eiedit  to  OoL 
Torrene,  who  bee  defended  it  with  ebilily,  and  eTtdently  n^garded  it  wiUi 
the  kind  of  favor  whieh  a  man  bestows  upon  his  own  progeny.  Col.  Tor* 
rens  apeaks  thus,  in  a  pamphlet  published  in  1R4R:  —  "These  proTisions 
of  the  act  of  lS4  4were  framed  in  c<itifor:nity  i;vlth  the  followin;*  princi- 
ples," Ac.  Again:  "Such  being  the  principles  upon  M'hich  the  act  was 
founded,  it  became  incumbent  on  those  wfio  tecre  concerned  in  framing  it," 
•  Ae.  Fnrthert  **1^pon  theee  grenods  die ,/1tHMer«  of  ihtad  vmomedj'  Ssq* 
It  will  be  obeenred  he  does  not  ueribe  the  aot*  or  iti  prineiplee,  to  Sir 
Bobert  Peel ;  ho  fully  approved  the  meaanre^  and  assumed  to  know  the 
principles  and  views  of  the  framcra,  without  any  intimation  that  they  were 
thoHC  of  the  diHtinp;uif?hcd  statesman  to  whom  thoy  are  usually  ascribed. 
From  euch  inoiies  of  expression,  %vhen  taken  in  connexion  with  the  foot, 
that  the  act  is  almost  universally  ascribed  to  Peel,  we  can  only  draw  the 
inference  that  Ool.  Terrene  vae  either  the  firamer,  or  one  of  the  foamere  of 
that  act  It  nay  be,  after  all,  that  lord  Orentone  ia  entitled  to  be  re- 
garded as  the  chief  adviser  of  Sir  Robert  Peel,  in  reference  to  this  met. 
sure.  Wo  confess  that  we  should  look  upon  this  as  extremely  improbable^ 
if  there  vrore  no  evidence  to  that  effect.  Surely,  his  great  practical  know- 
ledge, ami  weil-known  discrimination,  should  have  protooted  him  from  so 
•erioos  an  error,  however  congenial  it  may  be  to  a  mind  like  that  Of  Col. 
ToRtae*  Whoeter  may  be  the  real  aothor  of  thie  iUae  legislation,  we 
tmet  he  mty  live  to  aee  that  even  g^at  aamee  oannot  perpetaito  g^l 
mietakee. 
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commerce  can  be  most  effectively  and  economically  accom- 
plished  ?    This  question,  without  reference  to  its  connexion  with 
the  Bank  of  England,  had  long  and  constantly  been  the  subject 
of  study  upon  the  part  of  men  of  businera  and  of  finance.  They 
bad,  Iwg  before  the  bank  was  in  existenoe^  determined  that  the 
precious  metals  were  to  be  whcdiy  dispensed  with  in  paymeiitSy 
when  the  paymeiiiB  could  be  as  well  effected  without  them.  Jn 
this  they  had  succeeded  to  such  an  extent,  eren  befm  tiw  days 
of  banks  of  circulation,  t&at  by  far  the  largest  share  of  the  pay- 
msnts  were  made  without  any  aid  from  coins.'    The  esteblish- 
ment  eC  the  Bank  of  finghuid  did  no*  ebange  the  Bttttre  of  the 
qnestini,  whioh  wss  still  how  to  eoononiise  the  see  o£  eeias  m 
the  psymenls  of  trade.  This  benk,  whsterer  the  fealts  of  its 
eonstilslMik,  became  one  of  the  most  effieient  agents  of  eom- 
meree  efer  esteblished ;  only  seoondy  perhiq[m,  to  the  Bsnk  of 
Yeniee:  and  to  the  pnose  of  English  oommetoial  integrity  be  it 
ssad,  that  no  benking  ioaftitation  was  OTer,  for  sneh  a  length  of 
time,  more  honestly  and  wisely  managed.  Its  proper  goremment 
has  invoWed  more  real  diffienlties  than  any  other  bank  ever 
encountered,  and  it  has  trinmphed  over  all.  Its  diief  object 
and  bnsineas  has  been  to  effect  payments  without  the  use  of 
eshuu  It  has  enabled  its  otstoisers  to  make  their  payments,  to 
the  asMimt  of  many  milikiis  staling  weekly,  without  the  use 
of  either  eoins  or  bollion.  As  a  seemrity  for  these  enstomersy 
and  a  convenience,  the  bank  agreed  to  pay  all  its  own  de1>t8 
upon  demand  in  coin ;  ttut  this  it  did  upon  the  presumption  that 
the  wants  for  coin  would  not  exceed  its  ability  to  pay,  as  in 
ordinary  times  they  do  not.    Unless  some  extraordinary  emer- 
gency occurred  to  create  a  special  demand  for  specie,  the  busi- 
Des»9  of  the  bank  was  not  conducted  with  any  reference  to 
coins;  and  proceeded  as  well,  and  in  the  same  way,  with  five 
millions  in  coins  in  the  bank,  as  with  fifteen  millions.  The 
current  payments  at  the  bank,  among  men  of  business,  are 
not  in  the  slightest  degree  facilitated  by  the  coins  in  its 
vaults.   When,  iirom  any  unusual  circumstance^  such  a  demand 


'  S«e  Chapter  on  "  Faxks,"  iaira. 
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■pon  the  Wttk  for  ooiai  ooom  as  mdcM  it  ncmmury  to  cur- 
tail its  aooommodatioMy  and  thva  dimiiuBli  the'aBMNuit  of  its 
dabta  payable  oa  dtmaad;  tUa,  thoogli  it  may  prove  a  rery  great 
injorj  asd  ineooTmneBoe  to  the  enetoiiMn  of  the  ba&l^  cannot  . 
•Itflr  the  natire  of  their  hnabefls,  nw  leseen  their  need  of  the  ' 
nnial  faeOitiei:  the  evvtailmeirt  of  irhich,  bj  the  hanky  ie  a  meap 
«nre  of  deteee  ae  between  the  bank  and  tiie  pnUic,  bj  whieh 
the  eaetomera  of  tiie  bank  of  come  w/iSn,  They  still  demand 
the  eaane  aeoommodation  from  the  bank — their  basmesB  still 
requires  it:  the  flow  of  coin  from  the  bank  is  of  no  conse- 
quence to  them,  if  they  can  keep  np  the  amount  of  their  depo- 
sits for  current  payments.  An  extraordinary  demand  for  coins 
would  bo  of  no  more  importance  to  them  than  an  unusual 
demand  for  coffee  or  cotton,  unless  it  had  the  effect  of  diraiiiiah- 
ing  their  accommodations  at  bank.  They  would  not  admit, 
fur  a  moment,  the  doctrine  that  their  economical  and  effi- 
cient mode  of  adjusting  mutual  demands  —  the  paying  their 
debts  by  the  use  of  their  credits  —  should  depend  upon  short 
crops  at  home,  or  any  Bpecial  demand  for  specie  abroad,  either 
for  rebellion  in  China,  wars  ia  the  East  Indies,  or  commercial 
revalsions  anywhere. 

They  would  rc<^'ard  "the  natural  law  of  equilibrium,  by  which 
the  precious  metals  are  distributed  throughout  the  countries  of 
the  world,"  ^  as  an  intangible  phantom.  For  men  of  commerce 
know  that  the  amount  of  coined  money  employed  by  a  people 
depends  mainly  upon  their  mutual  confidence,  and  the  extent  to 
which  they  employ  the  most  approved  derices  of  the  credit  sys- 
tem. A  high  state  of  eommercial  integrity  will  dispense  with  a 
large  proportion  of  the  eoin  whioh  might  be  required  without  it. 
The  merchants  of  a  countrj  in  which  commercial  honor  ia  of  a 
h^k  cprade,  and  in  which  iiatual  credit  and  confidence  corre- 
spond, woaki  be  Tory  slow  to  admit  that  their  modes  of  pay- 
ment-^tbat  of  appljittg  credltB  to  the  payoMttt  of  debts  ~ 
•heidd  fluctuate  in  arnoimt^  just  as  the  cireaUtion  of  coins  nmj 
happen  to  tiij.  Xhe/  moU  n^gsrd  as  fvnlfy  ymauuj  the 

>Ool.  Tomat.  . 
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idea  of  any  ebb  and  flow  of  gold,  regular  or  uregolaT,  by  wluoSi 
their  btuinesB  ^ras  to  be  ttmited  or  regiilated.    It  is  the 
accidental  oircimstanee,  ihat  Ihe  benk  pays  its  debts  in  gold, 
.  whibh  makes  it  neeessary  for  them  to  watoh  liie  demand  for 

gold}  and  guard  against  the  eontraotions  of  the  bank.  They  do 
not  regnlate  tfaor  business  by  the  monnnent  of  gold,  but  pro> 
tect  tiiemseWes  against  the  eSbets  of  some  of  Hs  moremento,  as 
they  would  against  any  other  nnfavpraUe  ineident. 

If  the  question  were  merely  as  to  the  mode  of  seeming  the 
convertibility  of  bank-notes,  ve  should,  at  tUs  stage  of  o«r  in- 
quiry,  have  no  remarks  to  make  npon  the  act  of  1844;  bvt 
^vhcn  the  avowed  object  is  to  prodaco  a  flaetaation  In  the  qnan* 
tity  or  amount  of  bank-notes,  similar  to  what  would  take  place 
if  the  coin  or  bullion  were  employed  in  place  of  the  notes,  we 
t^cc  that  the  whole  proceeding  is  founded  on  a  misconcep- 
tion of  the  separate  lunctions  of  muncy,  and  of  the  credit  sys- 
tem. Wo  have  already  stated  that  the  chief  use  of  money  is  in 
the  small  operations  of  the  retail  trade,  in  the  final  distribution 
of  the  products  of  industry,  and,  with  the  further  aid  of  bullion^ 
in  the  payment  of  balances  in  the  foreign  trade  of  nations,  or 
balances  between  diflerent  districts  of  the  same  comiiry.  More 
than  ninety-five  per  cent,  of  the  larger  operations,  or  debts  of 
commerce,  are  settled  and  adjusted  without  resort  to  the  pre- 
cious metals,  which  are  only  used  where  the  modes  of  the 
credit  system  do  not  apply.  If  France  exports  to  the  amount 
'  of  a  hundred  millions  to  Entrland,  and  tlie  latter  to  the  amount 
of  ninety-five  millions  to  France,  the  indebtedness  between  thorn, 
to  the  amount  of  ninety-five  millions  on  each  part,  is  a^oeted 
by  bills  of  exchange,  and  other  devices  of  credit.  The  prccions 
metals  are  called  in  to  pay  the  balance  of  fi?e  millions.  There 
ia,  indeed,  no  resemblance  between  this  use  of  the  precious 
metals  and  the  processes  of  credit  by  which  this  vast  indebted- 
nees  of  one  hnndred  and  ninety-five  millions  would  be  fully  paid 
and  settled.  On  the  contrary,  the  five  millions'  worth  of  gold 
and  silver  employed  to  cover  this  remaining  debt  woald  be  merely 
another  eoomwdily  exported  to  bring  the  transaciiomi  between 
the  nations  to  a  balance. 
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Brery  oMdinm  of  ezcliuiga,  vnaj  ooouietdal  eqmTaleBt,  tad 
wuj  mode  of  paymeat)  u  strietlj  iiiboidiiuile  to  tlie  great  pfu^ 
pQflee  of  eoBunerce.  Bach  nuwt  bo  rogaidod  Bopaimtelj,  in 
wfegeaee  to  ite  mode  of  subflfrying  the  e&di  of  oommeroe,  its 
special  adapiatkniy  aad  the  means  of  mereaaiiig  its  effioieiicj. 
There  k  so  more  reaaoii  in  mkgling  hook-heepmg  aad  ooinafe» 
than  in  mixing  together  ihipe  and  irarebooeei :  aU  theie  things 
are  mere  ageneies  of  oommeree.  Baoh  haa  a  fpeoial  purpoae  to 
sahserFet  aad  its  use  should  he  itndied  with  reference  to  that 
purpose.  Now,  the  mode  in  whieh  ooins  aad  finllion  are  em- 
ployed, and  the  extent  to  whieh  they  are  used  in  the  eorrent 
payments  of  eommerce,  foreign  and  domestic,  is  easily  traced 
and  known :  in  considering  their  uses,  powers  and  efficienc}-,  we 
should  not  lose  sight  of  the  facts  which  tlius  helong  to  their  use 
and  history.  As  hut  a  small  proportion  of  the  great  payments 
of  tr;i(lc  are  raade  in  the  precious  metals,  we  must  constantly 
distinguish  between  what  is  dune  with,  and  what  is  done  without 
them,  and  regard  these  distinct  methods  with  equal  attention. 
These  modes  are  bo  totally  different,  that  a  knowledge  of  the 
use  of  coins  or  bullion  is  very  far  from  making  an  adept  in  the 
processes  of  the  credit  system.  The  latter  ure  not  derived  from 
the  former,  and  must  be  examined  and  studied  upon  different 
facts,  and  circumstances  as  different.  When  coins  or  bullion 
are  employed,  they  are  used  as  au  equivalent  for  the  merchan- 
dise or  articles  for  which  they  arc  given ;  that  is,  one  article  of 
value  is  given  for  another,  and  the  transaction  is  ended.  Bat 
the  payments  of  the  credit  system  are  effected  by  devises  oom* 
pUeated  with  various  seovities,  such  as  bills  of  exohsnge,  pro- 
missoiy  notes,  books  of  account,  bank-eheoks,  aad  maay  other 
agsnoies.  By  this  credit  system,  the  goods  sold  paj  for  the 
goods  purchased  —  all  that  intervenes  being  the  paper  securi- 
tiss  wUoh  all  the  bnytrB  and  sellers  hold  as  evidence  of  their 
elaims  and  transaotions.  The  only  link  batwesa  the  money  sys- 
tem and  the  orsdit  system  is  the  moasj  of  aeooont,  whioh  is  a 
naiYsrsA  aeeompaaiment  of  the  moaey  system,  bat  indispena- 
able  to  the  use  ef  the  seewitiss  aad  oftbsr  defioM  of  the  crsdit 
fljystem* 
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The  credit  Bjttma.  is  an  iiMalcttlable  saving  in  tke  oommeroe 
of  the  world,  beeme  it  dispoBBOS  with  the  necessity  of  emploj- 
ing  immenfle  mam  in  the  poraobns  metak.  Baft  it  does  not 
affeel  to  diapenBe  irith  tiiea  altogotfaer ;  fit  lesvoB  all  balances 
to  be  paid  in  mmeij*  It  aakee  large  demAnds  npon  tihe  pre- 
wm  metab,  to  be  held  ai  aeenritiee  for  ooiitingMit  or  futnre 
payments.  The  credit  system  Is  one  thbg  —  the  money  system 
is  anoAer.  Both  are  agencies  of  commerce;  they  operate  iSf- 
ferently,  and  ^  most  be  stndied  according  to  tfadr  respective 
modes  of  operation. 

The  narronr  channel  of  nsefolness  in  wfaiidi  coins  can  be  em- 
ployed, now  well  nBderstood,  may  be  enlarged  by  discoveries 
and  efforts  yet  to  be  made;  interest  will  ever  be  ft  sufficient 
incentive  to  such  progress.  As  mattem  now  stand,  it  is  move 
in  the  natural  order  of  things  to  consider  how  to  dispense  with 
the  predons  metab  advantagcou^ilj,  in  effecting  the  operatiotts 
of  commerce,  than  how  to  employ  them.  Let  ns  suppose  the 
subject  presented  in  these  two  points  of  view  to  two  largo  con- 
bumcTs  of  each  other's  j)roducts.  If  the  qiu'-tiou  Lctween  them 
be  how  they  can  effect  an  exchange  uf  their  prothicts  with  the 
most  ccoiiuiiiy  utkI  advantage,  they  may  devise  various  modes  of 
doing  this,  without  using  money,  which  is  the  most  expensive  of 
aU  agents.  They  may,  for  instance,  simply  charge  each  other 
urith  the  amount  of  the  respective  purchases  as  they  occur.  The 
accounts  thus  kept  may  be  compared  and  balanced  once  a  month, 
or  once  a  year,  and  the  amount  resulting  either  way  be  carried 
to  a  new  account,  or  be  paid  in  gold  or  silver.  If  the  question, 
however  considered  between  these  parties,  be  strictly  how  they 
can  best  employ  money  or  coins  in  their  dealings,  it  will  be 
merely  whether  the  cash  shall  be  jjaid  upon  each  transaction, 
or  only  at  agreed  inlervals.  They  will  not  arrive  at  the  economy 
of  doing  their  business  without  gold  or  silver^  becaose  they  will 
not  be  looking  for  ik 

The  nseossity  of  properly  regnlating  and  restraining  the  issue 
of  bank  paper  cannot  be  controverted ;  the  security  feqoired, 
whether  gold^  or  silw,  or  something  else,  should  be  of  a  nsAnre 
to  inspire  and  seonre  codidence.  If  gold  oi  silver  be  the  seoo- 


Digitized  by  Google 


OOVTEAOTIOV  Of  OUBBBHOT.  16D 

rii^  imfondf  ao  be  it  But  it  doM  not  loUov  that  the  paper 
Bust  flnetiMte  in  anoimt  aa  tlie  precifKU  nelals  wcfold  do,  if 
ihey  were  the  K»le  medium  of  pajmeBl.  Gold  and  rihrer  beiD| 
thanaslTea  oonmodiliea  of  trade,  for  irhiok  there  are  Tariona 
apeeifio  naaa  and  deauunda  totall  j  i4>art  firom  Aeir  wea  aa  a  me^ 
lUnm  of  eowoMrea,  the  nde  wMoh  ironld  withhold  hank  iaanes, 
becanae  the  preauoa  metala  ware  in  dMnd,  mat  wori^  direotly 
againat  the  intereata  of  oomaeree*  It  would  he  like  the  oondnet 
of  a  oonmander  in  the  fold,  who  ahoold  dfaniaa  hia  aozUiariea 
in  the  aame  proportion  ho  waa  keing  his  own  regular  foreea.  It 
maj  be  necessary  for  the  banka  at  times,  under  the  preaent  aya- 
tems  of  payment,  to  reduce  the  issues  of  their  paper  when  specie 
is  in  demand ;  but  this  is  a  measure  of  safety  for  the  banks,  and 
it  is  only  us  a  measui*e  of  safety  that  it  is  enforced.  The  Ijunks 
can  give  no  reason  why  they  should  reduce  their  circulation, 
when  the  precious  metals  nre  being  exported,  but  that  their 
safety  requires  it.  If  the  banks  were  able  to  protect  their  circu- 
lation under  such  circumstances,  it  would  accord  with  their  own 
and  the  public  interests  to  enlarge  their  circulation  when  money 
is  thus  withdrawn.  What,  in  peculiar  circumstances,  may  be 
prudent  or  expedient,  should  not  be  converted  into  a  law  or  rule 
of  public  economy,  or  a  principle  of  banking. 

The  bank  of  England  may  contract  its  issues  when  gold  is  ex- 
ported, or  it  may  not,  according  to  the  circumstances  of  the 
case.  The  discretion  of  its  directors,  their  knowledge  of  finan- 
cial operations  and  the  course  of  trade,  must  govern  their  deci- 
aion.  The  bank  might  be  compelled,  from  motives  of  caution 
and  safety,  to  restrict  its  issues,  in  the  face  of  a  demand  for 
gold  from  some  distant  part  of  the  world ;  bat  a  demand  for 
gold  on  the  other  side  of  the  globe  is  in  itaelf  no  very  good  rea- 
son why  British  merchants  and  manufacturers  should  be  denied 
thair  aaoal  bank  facilities.  The  bank,  in  the  circumstances, 
may  not  be  able  to  afford  them;  bat  that  ariaea  from  the  consti- 
totion.of  the  bank,  and  not  from  any  condition  of  British  trade 
whieh  woidd  make  the  withholding  of  the  usual  facilities  proper. 
The  aotof  184ieonTerl8  the  a«ntioa  of  the  Bank  of  England 
jntoalawof  tnde.  If  the  people  af-RraMoai  any  tfana  want 
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mom  gold  in  their  domestic  trade,  it  forms  no  BOVnl  rMSon  why 
the  people  of  Great  Britam  should,  on  (hftt  acoowl,  iiake  Um 
HBO  of  credit  in  their  domestie  trade. 

It  cannot  be  said  there  i3  even  any  soch  analogy  or 
nexion  hetwecn  the  mode  of  payment  by  the  nee  of  tbe  pveekM 
mctalfl  and  the  varioiiB  modee  and  devices  of  payneat  employed 
In  the  credit  system,  that  one  should  be  a  law  or  rule  ftr  tibe 
other.  When  gold  ia  rapidly  kaiving  Bn^aaA,  ahonUL  men  of 
bosinesB  then  eeaee  proportioDaUy  to  employ  their  books  of 
acoonnt— should  hills  of  erehange,  as  a  means  of  adjastment» 
he  leas  resorted  to?  The  contrary  of  this  is,  in  &ot,  the  somid 
rule,  and  the  one  to  whidi  the  intelligenee  of  the  people,  and 
the  necessity  of  the  oase^  alike  lead.  When  the  quantity  of  coin 
diminishes,  the  resort  to  other  devices  of  payment  increases* 
During  the  time  of  the  suspension  in  Bnglaad,  the  payments  of 
trade  were  not  restricted,  nor  duninislied,  in  proportion  to  the 
quantity  of  speoie  remaining  in  the  country.  The  people  trans- 
acted theur  huainess,  and  made  their  payments,  not  by  refsreaoe 
to  the  diminishing  stock  of  the  precious  metals,  but  according  to 
the  laws  of  mntual  trade.  Instead  of  allowing  thsir  bnsinsaB  to 
sink  with  their  stock  of  gold,  tbcy  gaye  it  a  wonderful  devebp- 
m^t,  both  in  irolume  and  value. 

.The  history  of'conmmroe  shows,  as  we  haye  had  frequent 
occasion  to  remark,  that  yarious  devices  of  credit  and  payment 
are  so  many  plans  to  avoid  the  necessity  of  employing  the  pre- 
cious metals.  These  devices  have  been  numerous  and  efficient, 
in  proportion  to  the  progress  of  trade,  and  measure  that  i)ro- 
gress  with  considerable  accuracy.  They  Lave  been,  lu  i.ict,  ^ 
devices  of  necessit  y :  the  precious  metals  having  been  made  to 
perform  all  that  was  possible,  resort  was  had  to  other  means  of 
payment  to  carry  on  that  trade,  which  would  not  otherwise  have 
had  any  existence.  Considering  the  partiality  which  has  always 
existed  for  gold  and  silver,  they  could  never  have  been  so 
largely  dispensed  with,  without  very  substantial  reasons.  The 
plan  of  returning  wholly  to  the  use  of  gold  and  silver,  at  the 
present  day,  for  all  payments,  is  therefore  iihiiuly  impossible  on 

other  coadiUQAS  than  reducing  oonunfirce  to  the  extent  to  whioh 
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it  18  noir  ouTied  on  by  meaiis  of  eoina  ud  bullion.  It  orast  be 
noted,  that  thM  tfe  not  idle ;  they  tire  now  used  eonstandy,  to 

the  extent  of  tbeir  capability.  The  quantity  shut  np  in  banks^ 
a  small  amount,  in  proportion  to  the  whole — is  all  that  could  be 
added  to  the  mass  in  circulation.  It  will  be  seen,  by  a  little 
consideration  of  what  is  now  done  in  trade  by  metallic  money, 
and  what  by  credit  and  substitutes  for  money,  that  a  return  to 
the  metallic  medium  would  necessarily  involve  a  reduction  of 
commerce  to  leas  than  a  thousaiuhh  part  of  its  present  import- 
ance. The  various  modes  of  cfTecting  payments  Avithout  hard 
money  are  the  result  of  more  tlian  three  centuries  of  effort  and 
expt'i  ienee.  It  betrays,  then,  siimll  acquaintance  with  the  his- 
tory of  commerce,  to  propose  an  exclusive  use  of  the  precious 
metals  in  all  transactions  of  trade. 

We  have  already  adverted  to  some  of  the  evils  and  vexations 
of  a  hard-money  currency  ;  we  might  greatly  enlarge  upon  that 
topic.  It  is  true  that  many  of  the  mischiefs  which  inflicted  so 
anch  injury,  caused  so  much  distress,  and  drew  forth  such  load 
complaints,  were  the  result  of  abases,  «s  in  fact  is  the  case  now 
witb  die  abases  of  credit.  Bat  there  are  objections  to  an  ezclu- 
sire  cunrency  of  the  precious  metals,  apart  from  any  abuse  saffi- 
cicnt  to  warrant  all  the  efforts  of  the  lost  three  or  foor  centuries 
to  introduce  another  system  of  payment. 

One  of  these  is  the  expense  of  providing  a  medium  of  so  great 
intrinsic  ralae.  As  the  cost  of  the  medium  to  the  transactions 
efeoted  in  a  year,  so  is  the  annual  charge.  We  have  now,  in 
the  United  States,  abont  9250,000,000  in  specie,  which  we 
retain  at  a  cost  of  915,000,000  yearly,  besides  the  charge  for 
coinage.  How  much  this  stock  of  the  precious  metals  would 
Hsve  to  be  increased,  to  perform  the  buaness  of  this  country, 
would  be  estimated  veiy  diiferently.  It  would  require,  probably, 
all  the  gold  and  sOver  now  in  use  as  money  in  the  world,  to 
make  the  current  payments  of  Great  Britain  and  the  United 
States.  But  the  cost  of  handling,  transporting,  counting  and 
guarding  such  immense  quantities  of  treasure  is  beyond  all  cal- 
culation. The  cost  of  maintaining  such  a  stock  of  hard  money 
would  be  a  tax  whiflh  no  modem  people  would  endure  fbr  a  rin- 
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|;l6  jeiT.  No  dfort  that  the  people  of  the  United  States  could 
be  brou^t  to  make  would  donMe  our  pwea*  ttoek.  It  wonld 
*be  the  parehaee  of  a  dead  or  improdnotiTe  stock  of  S60,000,00(h 
Who  would  be  the  holden  of  ihii  mprodndivB  artiole  ?  If  the 
people  had  defiired  anj  great  mcreaae^  they  woold  have  it  now; 
they  are  ezportiag  gold  bj  the  miUioii  weekly.  The  inereaaed 
quantify  does  not  enter  the  channde  of  cnoulation,  beoavee  the 
people  do  not  deehre  it  They  can,  at  pleamfe,  change  notes  for 
coins,  but  they  do  not;  they  can  exact  payment  of  every  debt 
due  to  them  in  coins>  but  they  do  not  ¥nboeTer  eupposes  this 
indisposition  to  hold  coin  in  place  of  notes  or  credit,  can  be  over, 
come  by  legislation  or  easay  writing,  is  greatly  in  error.  The 
resort  to  credit,  as  a  snbstitate  for  money,  has  steadily  increased 
for  more  than  a  century.  This  progress  is  now  BMre  vapid  than 
ever.  It  is  net  measmd  merely  by  the  number  of  banks  and 
bankers^  but  by  the  manner  in  whioh  business  is  transacted  with 
them.  There  is  every  indication  that  this  progress  is  yet  to  be 
greater  than  heretofore,  and  that  the  time  will  never  arraln  come 
when  a  return  to  a  currency  of  the  precious  metals  M  ill  be  among 
the  possible  things.  The  depreciation  of  these  metals  has  been 
80  great  since  tlic  discovery  of  America,  that  one  of  the  diflScul- 
ties  has  increased  many  fold.  It  is  little  thought  of  now,  but 
the  time  was  when  travellers  carried  coin  for  their  expenses, 
and  families  kept  it  in  their  houses  for  the  same  purpose,  that 
the  terror  endured  from  fears  of  robbery  ^va3  fully  justified  by 
the  danger  in  which  every  family  lived,  and  every  traveller 
moved.  Piracy  and  robbery,  with  accompanying  murders,  for 
the  Btikc  of  hard  money,  were  prevalent  throughout  Europe,  and 
upon  all  seas. 

Now  that  the  custody  of  large  sums  of  the  precious  metals  is 
almost  exclusively  committed  to  banks  and  bankers,  the  danger 
and  the  risk  of  keeping  and  transporting  large  sums  in  the 
hands  of  individuals  is  forgotten,  or  not  appreciated.  If  such 
custody  were  resumed  by  merchants  and  capitalists,  robbers  and 
pirates  would  soon  resume  their  vocation.  Gold  and  silver  have 
no  ear-marks ;  there  is  no  valuable  possession  so  easUy  seoretedy 
and  so  difficult  to  follow. 
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TO  IVDIYIDUALS.  ITS 

No  evil»  hoireTer,  of  the  days  of  hard  money  was  moro 
Mveiely  felt,  none  was  more  fioroely  denonnoed,  than  the  ter- 
rible grip  of  nsarers*  The  power  of  the  money-kinge  of  those 
times  was  far  beyond  any  modem  ezperienoe  in  that  line. 
Year  after  yeaxi  a  storm  of  indigna^n  burst  forth  npon  the 
heads  of  mon^-lenders ;  the  olorgy  preached,  and  wrote,  and 
deooonoed  the  extortioners ;  and  nothing  kept  the  Jew  from  the 
wrath  of  the  laity,  but  the  strong  arm  of  Icings  and  msgutrates, 
who  plundered  those  who  plundered  the  people ;  thus  transfer- 
ring the  odium  to  the  Jew,  whilst  the  prey  oame  to  their  pockets. 
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BANKS  OF  DEPOSIT. 

J  1.    Bank  of  Aiiisierdam. 

Banks  of  deposit^  of  whieh  that  of  Amsterdam  was  the  first, 
seem  to  occnpy  an  mtenaediate  position  between  payment  in 
ooins  or  Irallion,  and  payment  bj  tiie  methods  of  the  credit  sys- 
tem. The  diffieolties  eneoontered  in  the  use  of  ooins  became  so 
great,  as  to  be  deemed  very  serions  grieTances.  There  was  con- 
tinual hasard  in  keeping  and  transporting  coin,  on  account  of 
robbers,  pirates,  dishonest  agents,  counterfeiting,  and  the  nu- 
merous ways  of  abstracting  from  coins  a  portion  of  their  value 
by  plugging,  gutting  and  sweating,  besides  the  gradual  wear, 
vrhich  made  it  impossible  for  many  to  protect  tlieiiiselvcs  from 
loss  and  rLk.  These,  and  similar  vcxaiions  attending  the  exclu- 
sive use  of  coins  in  payment,  were  so  much  felt  as  to  produce 
great  and  -wide-spread  complaint  throughout  all  Europe,  during 
the  sixteenth,  seventeenth  and  eighteenth  centuries.  It  was  felt 
that  some  remedy  was  indispensable.  The  history  of  commerce 
furnishes  an  account  of  many  of  the  modes  adopted  to  escape 
these  inconveniences.  Some  of  these  will  be  considered  here- 
after, as  falling  under  the  head  of  the  credit  system.  The  func- 
tions of  the  deposit  banks  may  be  regarded  as  partaking  some- 
what of  that  character;  but  as  the  payments  made  by  them 
were,  in  fact,  virtually  a  mere  transfer  of  the  ownersliip  of  cer- 
tain quantities  of  the  precious  metals,  they  belong  rather  to  the 
class  of  payment.s  in  money.  It  is  true,  the  parties  paying  and 
receiving  this  title  to  money  do  not  verify  the  fact  of  the  money 
being  in  the  bank.  It  was  believed  to  be  there ;  and,  so  long 
as  that  belief  oontinaod,  the  payments  oooid  proceed.  These 
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payments  consisted  in  transferring  a  title  to  so  mucli  money  a3 
purported  to  be  paid ;  the  money  remained  untouched,  and  un- 
seen. This  change  of  ownership  by  transfer  of  title  might  have 
been  made  available  for  a  very  rapid  mode  of  payment ;  but  the 
"whole  proceeding  was  hedged  by  so  manj  ceremonies,  checks 
and  securities,  that  the  deposit  banks  were  never  as  available  as 
they  ahottld  and  might  have  been.  The  regulation,  tliat  the 
Bame  sum  could  not,  uuleas  in  very  special  cases,  be  ti  iinsferred 
twice  ia  the  same  day,  seems  absurd  to  merchaata  and  bankers 
of  the  present  time.  It  doubtless  added  to  the  treasures  of  the 
banks,  for  it  must  have  required  several  times  as  much  more 
money  to  make  the  required  payments  in  bank,  at  the  rate  of 
one  payment  for  each  amount  in  a  day,  than  if  payments  could 
hare  been  made  at  pleasure. 

The  Bank  of  Amsterdam  was  established  in  January,  1609, 
under  the  guaranty  of  the  city,  and  the  gOTemment  of  its  magis- 
trates. The  avowed  object  was  to  afford  some  relief  against  the 
intolerable  nuisance  of  worn  and  defaced  coins,  which  flowed 
into  a  great  commercial  mart  like  Amslerdam  from  all  the 
world.  The  cnrrencj  made  up  of  these  coins  had  long  been  at. 
a  discount  of  eight  to  ten  per  cent ;  and  bills  of  exchange,  pay- 
able in  this  currency,  were  of  course  at  a  like  discount.  The 
leading  measure  upon  which  it  was  founded,  and  by  virtue  of 
which  it  had  a  ra]Hd  rise  and  growth,  was  that  all  bills  of  6x> 
.change,  for  sums  over  600  florins,  were  payable  only  at  the 
bank.  In  a  city  where  so  many  payments  were  concentrated, 
this  regulation  drew  daily  vast  sums  to  its  vaults.  Every  per- 
son who  had  bills  to  pay  for  himself,  or  others,  was  obliged  to 
open  at  once  an  account  in  the  bank,  by  depositing  the  amount 
of  coins  or  bullion  needful  to  meet  his  payments.  These  depo- 
sits were  scrutinized,  testej,  valued,  and  the  proceeds  carried  to 
the  credit  of  the  depositor,  less  five  per  cent.,  besides  a  charge 
of  ten  llorins  for  opening  the  first  account. 

As  this  bank  money  subsequently  bore  a  premium,  the  deduc- 
tion of  five  per  cent,  was  not  a  loss.  The  depositor  having 
received  his  credit  upon  the  books  of  the  bank,  was  prepared  to 
^s^Qsfer  the  whole,  or  a  part,  in  payment  of  bills  of  exchange^ 
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or  any  other  debt.  This  policy  rapidly  absorbed  the  vast  sum 
required  to  make  the  daily  payments  of  the  city.  And  as  no 
person  was  permitted  to  transfer  a  deposit  or  sum  on  the  day  it 
was  received,  a  much  larger  sum  was  required  to  effect  those 
payments,  than  if  the  depositors  had  been  allowed  to  transfer 
forthwith.  The  coins  and  bullion  thus  deposited  were  not  reclaim- 
able,  but,  according  to  the  theory  of  the  bank,  were  locked  up 
for  ever.  Deposits  were  safe,  in  the  hands  of  all  holders,  from 
legal  seizure  and  attachment.  The  bank  received  money,  also, 
for  safe  keeping,  which  was  returnable  on  demand,  the  deposi- 
tor paying  a  small  charge  for  the  service.  Although  it  paid 
no  interest  for  deposits  of  any  kind,  it  became  thus  the  depo- 
sitory of  many  people  and  institutions,  who  were  afraid  to  keep 
money  in  their  own  possession. 

Though  the  credit  given  to  those  opening  accounts  was  less, 
by  five  per  cent.,  than  the  actual  deposit,  yet  this  mode  of  pay- 
ment was  deemed  so  much  more  eligible  than  counting,  handling, 
testing  and  scrutinizing  coins  and  bullion,  the  risk  was  deemed 
so  much  less,  and  the  facility  so  much  greater,  that  the  bank 
deposits  attained  a  permanently  higher  value  than  the  ordinary 
currency.  ,  .  .  t 

The  business  of  the  bank  was  to  receive^  to  keep  and  to  pay. 
The  payments  were  made  by  a  transfer  from  the  account  of  the 
payer  to  that  of  the  receiver :  this  was  done  by  the  party  trans- 
ferring, in  person,  or  by  his  agent  specially  authorized,  and  by 
his  delivering  to  the  proper  officer  of  the  bank  a  written  order, 
or  check ;  thus : 

Folio  1G09. 

Messrs.  Commissioners  of  the  Bank  —  Please  pay  to  Isaac  Dewitt 
the  sum  oF  One  Thousand  Flurins,  Four  Sols  and  Six  Deniers. 

Amsterdam,  2uth  March,  1709.  , 
F.IOOO  4*.  6<f.  Sajiuel  Moses. 

On  presentation  of  this  paper  by  tho  drawer,  or  his  special 
agent,  the  sum  expressed  was  debited  to  the  drawer,  and  credited 
to  tho  party  to  whom  the  payment  was  directed  to  be  made. 
The  amount  thus  transferred  could  not  be  again  transferred 
untU  the  next  day,  except  on  a  few  special  occasions.  The  bank 
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■WM  8lnrt  fifteen  days  in  Jsnnaiy  and  July  of  each  year,  in  whiob 
time  the  books  and  nooonnts  were  all  closed,  and  opened  anew. 
8peoial  eerntinj  and  eompanaon  was  inatititted  at  the  opening 
eC  tbe  new  aeeennta,  to  see  if  flie  bank  statements  agreed  with 
those  of  the  depositors.  For  the  three  days  following  the  open- 
ing of  the  bank,  parties  were  permitted  to  transfer  amounts 
received  by  them,  at  their  pleasure.  The  bank  was  open  every 
day,  from  7  A.  M.  to  3  P.  M. ;  but,  after  11  A.  M.,  every  transfer 
coat  six  sols,  the  charge  before  that  liour  being  two  sols.  There 
were,  besides,  other  charges  and  fines  not  material  to  be  detailed. 
The  number  in  the  margin  of  the  check  was  tho  folio  of  the  bank 
book  in  which  the  account  was  kept.  The  accouiit:^  were  num- 
bered from  one  onward,  and  the  folio  was  made  to  correspond. 
Each  clerk  had  a  specified  number  of  accounts ;  and  when  a  ' 
check  was  presented  to  the  clerk  in  charge  of  the  proper  folio, 
he  could  at  once  turn  to  the  page,  write  off  the  amount,  and 
make  the  transfer. 

The  operation  of  this  mode  of  payment  would  permanently 
absorb  an  amount  of  the  precious  uictab  cqunl  to  the  largest 
Bum  employed  at  any  one  period,  and  of  course  more  than  would 
be  required  for  the  average  payments.  As,  according  to  the 
theory  of  the  bank,  money  once  deposited  was  never  again 
restored  to  circulation,  the  tendency  would  hare  been  to  swell 
the  bank  credits  to  a  larger  sum  than  was  required  for  cnnrent 
payments,  and  of  coarse  to  diminish  their  value.  This  was  met 
by  a  policy,  on  the  part  of  the  bank,  which  overcame  that 
difiiculty,  and  became  a  somrce  of  profit  to  the  bank,  and  to 
brokers. 

When  it  was  fonnd  there  were  too  many  bank  eredita  in  the 
market,  which  was  shown  by  theur  being  freely  offered  for  sale, 
brokers  were  employed  by  the  bank  to  purchase  them  at  four 
per  cent,  premium.  This  practice  grew  into  a  regular  business: 
brokers  were  always  finmished  with  bank  credits  to  sell  at  fire 
per  cent,  premium,  and  with  coin  to  purchase  them  at  four. 
This  kept  the  price  within  a  range  of  one  per  cent.,  and  always 
at  a  premium,  except  on  very  extraordinary  occasions.  A  desira- 
ble equiEbrium  was  thus  maintained  by  a  simple  contriTanoe,  by 
12 
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which  the  medium  set  apart  for  payment  of  debts  was  pKSemd 
from  diminution,  and  from  irregilsrity  in  Tslue.*  * 

Tiie  bank  also  receired  on  speeial  deposit  any  amount  of 
bullion  or  ooin  oiiBred ;  each  sum  being  counted,  weighed,  and 
placed  in  sacks,  upon  which,  if  gold,  the  depositor  placed  his 

seaL  A  receipt  {neipiue)  was  giTcn  him,  in  this  form: 

« 

Amsterdam,  1  March,  1700. 
Jean  Dewitt  has  deposited  in  Bank  One  Thousand  Louis  d'Or,  at  the 
vale  of  Ten  Florins  and  Foortoen  Sole  each,  apon  eondition  Chat  he 
withdraw  them  within  the  upaee  of  nx  moatha,  ftajing  one-quarter  per 
cent.,  or,  in  defanU  thereof  tiiat  they  shall  be  taken  by  the  Bank  at  the 
rate  above-named. 
Pio.  10.700.  N.  N. 

For  the  Bank. 

The  party  making  this  deposit  could  renew  his  right  to  with- 
draw the  identical  specie,  from  six  months  to  six  months,  pay- 
ing each  time  the  regular  charge  of  half  per  cent  for  bullion, 
and  a  quarter  for  all  coins,  except  ducatoons,  which  were 
charged  only  one-eighth.  The  amount  of  his  deposit  was  imme- 
diately  carried  to  his  credit  in  account,  and  became  transferable 
like  other  bank  credits.  The  recipisse  was  also  negotiable  and 
marketable,  varying  in  value  with  the  kind  of  coin  or  bullion  it 
represented.  If  not  suffered  to  expire  by  its  limitation  of  six 
months,  the  holder  could  always  withdraw  the  special  deposit  it 
described  by  returning  the  recipisse,'  and  transferring  an  equivi^ 
lent  amount  of  bank  credit.  Whi}e  the  credits  thus  obtained 
were  passing  on  the  books  of  the  bank  in  the  current  payments 
of  the  day,  the  recipisse,  or  right  to  withdraw  the  special  deposit, 
was  passing  from  hand  to  hand  among  the  dealers  in  coins  and 
bullion. 

These  bank  deposits  continued  to  falUl  their  functions  with 
great  regularity  and  effectiveness.  In  large  transactions,  such 
as  the  payment  of  bilb  of  exchange,  the  risk  appeared  to  be 
reduced  to  the  lowest  possible  degree,  and  the  immense  trouble 
with  coinage  was  wholly  overcome. 

>  **  Unhrefeel  Menhant,"  by  Doneld  Magene.  Aaerieaa  ed.,  p.  178,  Ae. 
••StewartTe  Pd.  Xoon."  toL  iu,  p.  SO^  410  ed. 
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-  The  bank  received  its  first  serious  check  in  1672,  sixty-threo 
years  after  it's  establishment.  When  the  French  array  had  entered 
the  Low  CoHntties,  and  had  taken  Utrecht  and  many  other  places, 
an  alarm  for  the  safety  of  the  deposits  in  the  Bank  of  Amster- 
dam spread  over  the  whole  country.  The  depositors,  although 
not  sti'ictly  entitled  to  draw  their  deposits,  in  what  they  deemed 
the  imminent  hazard  of  the  bank,  demanded  coin  fot  their 
respective  credits.  The  demand  was  complied  with  promptly, 
so  long  as  it  continued.  Those  living  at  a  distance  from  Am- 
sterdam sold  tlu  ir  credit  even  at  a  discount  of  five  or  six  per 
cent.,  which  was  equivalent  to  a  total  loss  of  ten  or  twelve  per 
cent.,  as  these  credits  were,  at  all  ordinary  times,  worth  five  or 
six  per  cent,  more  than  par.  The  alarm  was  soon  over,  and 
the  bank,  not  having  been  violated  by  the  French  army,  was 
soon  again  in  possession  of  all  its  treasurer. 

There  were  times,  also,  when  bank  credits  went  above  the 
the  usual  premium  of  five  per  cent.  The  usual  range  of  these 
fluctuations  was  four  to  six  per  cent.,  and  furnished  a  class  of 
brokers,  and  dealers  in  coin  and  bullion^  a  very  profitable  busi- 
ness. They  were  equally  ready  to  serve  those  who  wished  to  sell 
or  to  buy  coin  or  bank  credits  ;  and  their  operations,  as  well  as 
those  of  a  similar  kind  in  which  the  bank  was  interested,  while 
they  tended  to  increase  the  number  of  the  fluctuations^  kept  the 
price  within  a  narrow  range.  The  dealing  in  coins,  as  repre- 
sented by  the  recipisses  of  the  bank,  could  be  carried  on  with 
very  little  capital.  The  holder  of  a'  redpiasc  for  1000  lonis  d'or 
might  sell  the  right  to  receive  these  coins  for  10  florins,  and  the 
purchaser  could  only  withdraw  them  by  transferring  the  eqniv^ 
lent  in  hank  credit. 

So  the  coins  or  hulUon  coold  be  deposited,  and  be  used  for 
payment  of  debts,  while  the  depositor  conld  avail  himself  of  any 
rise  in  its  value.  The  recipisses  became,  therefore,  so  many 
footballs  for  speculation.  It  was  a  mode  of  dealing  in  the  fluc- 
tuations of  coin,*  without  being  obliged  to  hold  the  coin.  The 
right  to  the  coin  was  the  subject  of  their  speculative  dealing, 
and  not  the  coin  itself.  An  active  oompetition  was  easily  main- 
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tained,  in  a  business  requiring  no  capital.  It  tended  greatly  to 
increase  the  deposits  in  the  bank. 

For  almost  two  centuries  the  bank  enjoyed  unimpeached 
credit,  performing  all  its  functions  with  unceasing  steadiness, 
and  greatly  to  the  benefit  and  commercial  prosperity  of  Amster- 
dam. The  amount  of  treasure  amassed  in  its  vaults  has  been 
variously  estimated  at  from  five  to  eighty  millions  sterling.  If 
ten  millions  sterling  be  taken  as  a  safe  estimate,  and  it  be 
assumed  that  the  whole  capital  was  moved  only  one  hundred 
times  in  a  year,  its  payments  in  tliat  time  would  amount  to  one 
thousand  millions  sterling,  or  ^4,800,000,000.  The  transfers 
of  this  enormous  sura  were  made,  during  that  long  period,  in  un- 
hesitating confidence  as  to  the  security  of  the  deposit.  The  bank 
permitted  no  scrutiny  into  its  condition,  and  rendered  no  account 
to  the  public ;  but  merclmnts  never  doubted  the  validity  of  a 
security  which  was  incessantly  used  in  paying  debts.  In  1790, 
it  was  discovered  that  a  large  portion  of  the  famous  deposit  had 
disappeared  fifty  years  before,  and  that  a  gradual  diminution 
had  been  taking  place  during  that  period,  until  the  actual  quan- 
tity remaining  was  small  indeed.  The  amount  withdrawn  had 
been  lent  to  the  East  India  Company,  the  Provinces  of  Holland, 
and  the  City  of  Amsterdam,  none  of  which  were  in  a  condition 
to  make  instant  restitution.'  The  bank  failed,  because  its  guar- 
dians had  been  unfaithful  to  their  trust.  Before  this  breach  of 
trust  became  known,  transfers  of  the  abstracted  deposits,  and 
payments  by  them,  had  been  made  to  the  value  of  hundreds  of 
millions  sterling  per  annum  j'yet  these  payments  were  ever  after 
unquestioned,  as  to  their  validity  and  efiiciency.  No  evil  or  dis- 
advantage, no  check  to  commerce,  was  felt  until  the  abstraction 
was  discovered,  and  the  loss  fell  upon  the  holders  of  that 
moment.         .  , 

•  It  is  mnrTcHouB  that,  irith  the  example  of  the  Bank  of  Venice  before 
them,  the  Bank  of  Amsterdam  was  not  recooatructed  upon  the  principle  of 
transferring  public  debt. 
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12.  Tko  Bank  of  Mamburf. 

The  Bank  of  Hamlmig  iras  ettablislied  in  1619,  ton  yeaarf 
after  that  of  AmaterdaiB.  The  extreme  mooiiTeiueBee  of  a  dete- 
riorated eoinage«from  Tariomi  aunts,  of  differing  standardB,  com- 
pelled the  merchants  to  resort  to  this  mode  of  relief  availing 
themselrefl,  however,  of  the  oo-operation  and  guarantee  of  the 
oitj*   One  of  ilie  efEsota  of  the  oiroidation  of  haee  ooin  was,  to 
prodnoe  an  nnfaTorable  foreign  exchange — a  great  grieTanoe  at 
a  free  port  like  Hamburg.    The  whole  evil  was  so  great,  as  to 
evince  that  the  abuses  of  coina|;c  may  be  a  serious  check  to 
trade.    The  rcmcily  was  that  previously  adopted  at  Amsterdam, 
to  lock  up  the  coins,  and  circuLatc  tlic  credit  granted  for  them. 
'   The  bank  at  first  received  on  deposit  only  the  rix  dollars  of  the 
German  Empire  —  a  silver  coin  of  approved  standard.    It  was 
supposed  that  coins  thus  deposited  in  the  vaults  of  the  bank 
would  be  bafe  from  the  whole  army  of  sweaters,  pluggers  and 
clippers ;  that  they  could  not  suffer  by  wear ;  and-  that  they 
would  be  safe  from  burglars,  robbers  and  pirates.    They  disco- 
vered, in  process  of  time,  that  there  was  an  insidious  mode  of 
attack,  from  which  the  bank  did  not  escape,  with  all  their  cau- 
tion.   The  mint  of  the  Empire  issued  coins  of  the  same  name 
and  apparent  value,  but  of  a  lower  standard  than  those  which 
the  bank  had  received.    These  being  put  into  circulation,  soon 
found  their  w;iy  into  the  bank.    Those  merchants  who  were  in 
the  secret  were  able  to  drive  a  very  successful  business  by  depo- 
siting the  new,  and  withdrawing  the  old  coins.    Before  the  mis- 
take was  discovered,  a  large  proportion  of  the  new  coins  had 
found  their  way  into  the  bank,  to  the  great  dismay,  of  the  mana- 
gers.   The  new  coin  was  of  less  value  than  the  old,  in  the  pro- 
portion of  516  to  540,  or  nearly  five  per  cent.  less.    This  pro- 
duced so  great  a  disturbaM^e,  that  for  a  time  the  bank  was  shut. 
The  difficulty  was  adjusted  by  assuming  an  avmge  on  the 
above  proportioni  say  528 ;  and  upon  this  the  aooovnts  of  all 
the  depositors  were  adjusted.    This  marc  banco  was  not  Mpse^ 
sented  by  any  coin ;  but  from  that  time^  in  1770,  it  has  con- 
tinued to  be  the  nnit  of  the  money  of  account  of  the  bank*  At 
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the  same  time,  having  had  this  ezperi^ce  of  the  d&nger  to  be 
apprehended  from  mints  of  a  foreign  poiror,  it  was  decided  that 
the  bank  should  receive  Ingots  of  silver  or  coin  only  as  bullion. 
Every  deposit  was  duly  assayed  or  tested,  and  the  credit  on  the 
books  given  accordingly.  The  standard  adc^Vled  was  one  of 
alloy  to  47  parts  fine.  TIic  bank  money  thus  established  has 
proved,  according  to  the  beet  authorities,  one  of  the  least  wi- 
able  in  £iirope.  for  a  long  period  it  has  stood  at  a  premium 
aboTo  the  enireney  of  coins  in  g^eral  eurenlation,  from  20  to 
25  per  cent,  pramnm.  This  wgnes  rery  strongly  that,  howsTer 
circnlating  coins  may  smt  for  the  porposes  of  small  change  in 
the  retail  trade,  they  do  not  suit  for  the  large  operations  of 
banlong  and  fordgn  ezchai^.  In  all  operations  of  foreign  ex- 
change, coins  can  only  be  regarded  and  treated  as  hnllion ;  and 
large  dealers  in  coins  are  compelled  to  be  goremed  by  the  prin- 
ciples whidi  govern  fordgn  exchange. 

The  bank  is  under  the  government  of  five  directors,  two  coun- 
sellors, two  treasurers,  and  two  of  the  principal  magistrates  of 
the  city :  one  of  each  kind  goes  oat  annually.  The  vaults  in 
which  the  treasure  is  placed  have  each  five  different  locks,  and 
each  director  holds  the  key  to  one  of  these  locks,  so  that  no 
vault  can  be  opened  without  the  whole  five  directors  being  pre- 
sent. No  employee  of  the  bank,  and  no  broker,  is  allowed  to 
open  an  account ;  for  brokers  in  Hamburg  arc  not  regarded  as 
merchants,  and  do  not  enjoy  their  privileges;  only  merchants 
and  citizens  of  Hamburg  arc  permitted  to  open  accounts.  A 
loan  office  is  connected  with  the  bank,  which  is  permitted  to  lend 
bank  money  on  pledge  of  gold,  silver  and  jewels,  to  the  amount 
of  three-fourths  of  their  value.  The  officers  of  the  hank  have 
the  management  of  the  mint,  and  the  coinage  of  the  city. 

The  credit  of  this  bank  has  been  rarely  sbaX-en.  It  enJiired 
a  severe  trial  from  the  confusion  in  the  coinage  above  men- 
tinned  ;  it  once  over-extended  its  loans  on  pledges;  and  it  was 
wholly  absorbed  by  one  of  Napoleon's  ^larshal??,  Davoust,  who 
took  all  its  money  for  his  army.  The  French  government  sub- 
sequently made  restttntion^  and  the  bank  resumed  its  positioii 
and  opsfratioiis. 
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The  mode  of  payment  at  the  Bank  of  Hamburg  is  substan- 
tially the  same  as  that  ■which  we  have  descrihed  as  liavinj^  been 
followed  at  Amsterdam.  The  same  regulation  of  one  transfer 
of  the  same  sum  daily,  unless  on  special  occaaions  :  the  same 
strictness  as  to  the  hours  of  business  at  the  bank  —  the  time  of 
transferring  being  from  7  to  10  o'elock  a.m.;  with  the  permission 
from  10  to  1  p.  M.,  and  from  3  to  5  p.  m.,  by  paying  for  the 
privilege.  The  times  for  inquiring  whether  transfers  had  been 
made  were  the  same,  but  with  a  charge  if  the  information  was 
required  at  the  two  later  periods.  These  charges  were  nsuaUj 
compounded  with  the  clerks  for  a  fixed  sum,  on  paymci^t  of 
which  information  eonld  be  had  at  all  homrs.  These  regulations 
are  by  no  means  necessary  or  incident  to  such  banks.  There  is 
no  reason  why  the  deposits  in  such  banks  conld  not  be  trans- 
ferred by  cheeks  as  rapidly  as  the  deposits  of  the  Bank  of  Eng- 
land, or  the  banks  of  the  United  States.  And  this  would  be 
giving  to  the  preeioas  metals  all  the  effieiencj,  in  commercial 
payments,  of  which  they  ate  sosceptible. 

The  Bank  of  Hamburg  isy  to  this  day,  a  limg,  useful  and 
flourishing  establishment.  It  is  a  proof  that,  although  institu- 
tions and  devices  of  credit  have  long  since  far  outstripped,  in 
effectiveness,  any  possible  application  of  the  precioos  metals  to 
the  business  of  commercial  payments,  yet  there  is  no  good  rea- 
son why  every  proper  method  should  not  be  adopted,  of  making 
coins  and  bullion  available,  in  the  payments  of  trade,  to  the 
utmost  extent  of  which  they  are  susceptible.  There  can  be  no 
doubt  that  there  is  room,  in  every  important  commercial  city  in 
the  world,  for  a  bank  whose  business  it 'should  be  to  receive^ 
hold  and  allow  the  transfer  of  deposits  of  gold  and  silver  bullion 
brought  to  a  common  standard,  or  all  fine,  and  without  alloy. 
They  could  be  thus  rapidly  circulated  in  payment,  and  be  ready 
for  any  emergency  or  demand. 
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THB  BANK  Of  AMSX£IIDAM. 

Wx  hare  ample  accounts  of  the  Bnnk  of  Amsterdam.  Its  central  post* 
Him,  in  nfbTODoe  to  t1i«  Inde  of  Ifiarope,  gave  it  great  promineaee  firon  th9 
tloM  of  itt  ootobfahment,  and  daring  all  iti  caroer  of  noarly  two  oontiiriet. 

The  great  prosperity  of  Holland,  commercial  agent  for  other  oountriet. 
Dot  only  iaoroaMd  tbo  businen  of  the  bank,  but  made  it  more  oztennT^ 

known. 

Simple  as  its  constitution  was,  to  many  it  appeared  a  mystery;  and  by 
merchanta  only  were  its  real  benefits  and  functions  understood.  Joseph 
Maithall,  an  inteUigMit  Eog^th  tra?eU«r,  who  iMed  Amsterdam,  and  as- 
tandad  hia  travels  over  all  northem  Europa,  in  1768, 1769  and  1770,  after 
itfbrriag  to  the  great  fame  of  this  bank,  proceeds: —  "  IIo re  a  natnval 
question  may  be  stated:  What  is  the  use  of  such  a  bank  ?  The  excellence 
of  a  bank  of  circulation  is  evident  at  first  sight :  by  cir*  uhitinf;  paper,  they 
have  it  in  their  power  to  remedy  numerous  evils,  wli  ich,  iu  eortuin  situations 
of  affioiirs,  attend  a  languid  circulation  of  coin.  If  money  is  too  scarce,  such 
an  instttntion  may  make  it  plentiful:  and  another  gntA  utility  (at  least  it 
lias  been  eo  esteemed  in  England)  is  that  of  issuing  large  qnantiliea 
of  paper,  to  sopplj  the  home  demand  for  a  oarrency,  while  t£e  pta» 
cioos  metals  are  at  liberty  to  po  al  road  in  whatever  method,  or  on  what- 
ever business,  the  merchants  may  find  advisable,  in  order  to  increase  their 
commorro  and  their  fortunes  at  the  same  time.  But,  on  the  contrary,  a 
bank  of  deposit  is  not  attended  with  any  of  these  conveniences :  circulation 
is  much  impeded  by  it  The  eirenhktion  of  a  million  of  guilders  is  attended 
with  oertain  advantages  in  the  United  Provinees,  by  animating  indnstiy. 
Suppose  the  million  is  locked  up  in  the  bank:  it  may  be  said  they  will  still 
(drsulate  in  the  books  of  the  bank :  true,  they  circulate  ut  Amsterdam,  but 
nowhere  else.  Thus  the  establishment  of  a  bank  of  df»p'>!*it  has  only  the 
effect  of  fixing  a  vast  portion  of  all  the  wealth  and  trade  of  a  country  in  one 
spot;  of  which  Amsterdam,  with  the  worst  harbor,  yet  possessing  the  most 
trade  of  any  town  in  Holland,  is  a  pregnant  instsnoe.  This  local  advantago 
of  fhdlitating  oirenlation  in  one  spot,  in  prejudice  of  all  others,  is  surely  a 
partial  decision  in  its  favor.  In  a  political  pdnt  of  view,  it  may  be  pro- 
nounced dangerous  to  the  State.  A  foreign  enemy  attacking  a  town,  or  n 
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ffrOTineo,  ifl  an  evil  that  can  be  remedied;  bat  what  if  an  Invader  lajt 
Biege  to  a  bank  ?  What  ruin  and  confusion  must  enaue  7  Banks  of  circa* 
hiioa  open  to  mmm  uoMtrntt,  bot  not  s.  twentUtb  pwt  of  <how  of 
deposil. 

*'  The  treasure  of  ih«  Baak  of  Amaterdam  is  an  abiolnte  imnI  to  ill,  M 

those  who  have  the  goTcmrocnt  of  it.  The  value  has  been  eompnted,  or 
rather  guessed,  nt  from  20  to  40,000,000  sterling ;  but  naming  any  particu- 
lar sum  must  be,  at  best,  but  wild  work.  It  is,  however,  a  very  astonish- 
ing ayetem  of  accumulation  ;  fur  it  is  a  well-known  fact,  that  money  once 
fdd  Md  ontond  in  the  biak  bookt  ooa  ntm  be  doMudtd;  nd  It  m  • 
wtll-known  liMt,  that  money  as  perpetnallj  ptid  in.  Heto^  UMvefbie^  laenii 
to  be  n  eoDstant  ingreaii  but  no  cgrcra ;  consequently  a  treasure  wbioh 
seems  constantly  to  inoNMO."  —  JOarshaU's  Ikucelt  ikrough  Mollmd,  dkc^ 
Tol.  i.,  page  53. 

This  expresses  the  opinion  entertained  by  many  common  observei-s  of 
the  Bank  of  Amsterdam,  but  more  especially  of  Englishmen.  It  is  not, 
tbotty  anifenellj  eoneeded  tbet  bonks  of  deposit  nie  selb»  tbon  those  of  eii>* 
enUtion.  On  one  point  wbidi  ezsited  the  eonesni  of  this  tnvellor,  Sir 
James  Stewart  sheds  some  light :  —  "  The  city  of  Amsterdam  knows,  from 
long  experience,  the  rate  of  demand  for  bank  money;  and  it  is  not  to  be 
supposed  that,  upon  any  sudden  emergency  which  may  heighten  tliat  de- 
mand  fur  a  time,  they  should  be  such  novices  as  to  increase  the  credit  upon 
their  books  t^o  far,  as  to  run  any  risk  of  overstocking  the  market  with  it."  . 
•  . '  "During  my  stay  in  Holland,  I  was  at  great  paint*  to  no  purpose,  to 
Mosrtain  wbetbor  the  bank  efer  issued  anj  part  of  their  eredit  cash  npoa 
sveh  occasions.^'  ..."  The  popniar  opinion  is,  that  coin  is  taken  out  Ibr 
the  service  of  the  State  :  the  opinion  of  many  intelligent  men  is  quite  con- 
trary." .  .  .  "  My  opinion  is,  that  every  shilling  written  in  the  books  of 
the  bank  is  actually  lucked  up,  in  coin,  in  the  bank  repositories.  That 
although,  by  the  regulations  of  the  bank,  no  coin  can  be  issued  to  any  per- 
son who  demands  it  in  eonseqnenoe  of  lus  ersdit  in  bank,  yet  I  hn?e  not 
the  least  doubt  hot  likrf  M  lile  endit  wriUen  m  Oebookt^ike  hank,  and 
the  cash  in  their  repositories  which  balances  ii,  may  sttffcr  aliemaie  augmenr 
iaUont  and  diminutions,  according  to  the  greaier  or  less  demand  for  bank 
money*'  ..."  There  are  upon  the  square  before  the  town-bouse  of  Am- 
sterdam, liotween  10  and  11  in  tin;  morning,  a  number  of  cashiers,  whose 
business  it  is  to  buy  and  sell  bank  credit  for  current  coin.  They  bargain 
with  all  those  who  have  oooauon  either  to  boy  or  sell ;  and,  aeeording  to 
the  demand  for  epeele  or  bank  credit,  the  agio  risee  or  sinks :  and  as  these 
cashiers  must  constantly  gain,  whether  they  flmiish  bonk  credit  or  enrrsnt 
coin,  since  they  are  never  dcmanders  in  either  operation,  it  is  commonly 
found  that  there  is  in  their  favor  about  ^j,  or  perhaps  \  per  cent,  accord- 
ing to  the  revolutions  of  the  demand;  that  is  to  say,  one  who  would  tirst 
buy  specie,  and  ibuu  sell  it,  would  lose  \,  or  perhaps  but  x'd  by  his  operas 
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lira.''  .  .  .  "  It  is  a  matter  of  fact,  that  the  bank  icnd^  both  cola  and 
ttttdil  to  the  brdcen,  OMhitn  or  loiiibMda»  who  wn  ooutently  m  the  sqmra 
before  the  town-boQM."  .  .  .  **  Whenever,  tfaerebfe,  the  beak  Hade  tbms 

the  agio  falls  too  low  with  respect  to  coin,  and  when,  in  eonseqaenee  of 

thnt,  the  demand  for  coin  inrretises,  then  tbej  lend  coin  out  of  their  reposi- 
tortes  to  the  brokers;  and  when  it  rises,  they  lend  credit.  Tiiis  coin 
the  brokers  dispose  of  to  those  who  have  bank  money,  and  who  want  to 
convert  it  into  coin.  The;  sell  the  coin  for  bank  credit ;  tiie  purchaser 
vrites  elf  the  transte  in  tkvot  of  the  broker,  and  he  again  repays  the  Tnhit 
of  the  coin  to  the  beiik«  bj  tratiBfofring  the  ctedit  he  obtained  Ibr  the  eoia 
in  fiiTor  of  the  bank.  Tlue  done,  the  bank  may  expunge  this  credit  froos 
their  bookt  by  which  means  their  deposit  of  coin  is  diminished,  and  also  a 
corresponding  amount  of  credit."  .  .  .  "  If,  on  the  otlicr  hand,  those  who 
have  coin  find  it  will  not  serve  their  purpris-  as  well  as  bank  credit;  they 
come  with  it  to  the  brokers,  who  sell  thuui  bank  credit  for  it:  this  coin  the 
brokeie  deliver  to  the  bank,  which  writes  off  the  credit  lent  to  the  broker 
iaibvorof  him  who  hee  paid  hb  coin  for  it"  .  .  .  '*  It  is  nenrioQS  method 
of  preserving  an  exact  proportion  between  the  coin  on  depositi  the  oredil 
written  in  their  books  of  transfer,  and  the  demand  for  bank  money." — 
"  Li'piiri/  fnfr>  the  rrincipU.t  of  PoliUeal  JBcctumjf,"  bjf  Sirjamet  Stewart, 
4to  edit.,  vol.  ii.,  page  21)8,  &c. 

"  The  value  of  bank  money  was  formerly  very  uncertain,  as  the  agio 
often  varied  from  9  per  cent,  to  par.  These  vanatiOBi  were  partly  ooea- 
noned  bj  the  aetoal  oondition  of  oommeree  at  the  respective  period*,  but 
chiefly  by  the  schemee  of  brokers,  stook-jobliers,  dsc  To  prevent  the  possi- 
bility of  these  great  variations^  the  bank  came  to  a  resolution,  some  ycara 
since,  to  sell  bank  money  for  currency  nt  .*)  per  rent.,  and  tn  hiiv  nt  4  per 
cent,  agio  ;  which  measure  has  effectually  answered  the  purpose,  by  kt:'ep- 
Ing  the  market  price  between  those  extremes."  —  "  Unioermil  MtrchaiU^" 
by  JD.  Magens,  1753 ;  Phila.  edit^  1797,  page  180. 

Those  who  wish  for  farther  information  in  relation  to  the  Bank  of  Aat^ 
aterdam  may  consult,  among  many  others,  the  following  works:  — 

**A  General  TreaUse  of  Moneya  and  Exchanges"  by  A.  J. :  4to:  London, 
1708,  page  351.  "Trnifr  General  dn  Commerce,"  by  S.  liicard,  edit., 
par  N.  Struyk:  Amsterdam,  4to,  1732.  pajje  140.  The  same  work  enlarged 
to  3  vols.  4to:  Paris,  17'Ji) ;  vol.  i.  p.  74.  "Guide  dc4  Kegociam,"  par  M. 
Lauretti  Lipp:  MoiUpellier,  17L>u,  2  vols.  4to ;  vol.  i.  p.  C3,  "  Universal  Mer- 
dmnt**  by  D.  Mogau,  edition  of  J.  Aldrich:  Philad,.  1797,  page  177. 
"SmUh's  Wealth  of  Natio>i9»  bock  Iv.  obap.  ill  **JrPlerwm'e  AnmU  ^ 
Commerce"  4  vols.  4to :  Lmdon,  1^05;  vol.  ii.  pw  253. 

M'Pherson  says:  — "The  best  and  most  copious  account  of  the  Bank  of 
Amsterdam  ever  published  in  the  English  language  is  that  %Thich  was  com- 
municated by  Mr.  Hope,  of  Amsterdam,  to  Dr.  ijmith,  who  bos  inserted  it 
In  Us  *W€M  nfNatiouM*" 
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Any  one  -who  "will  take  the  trouble  to  compare,  -n  ill  find  that  Mr.  Hope's 
account  is  taken  from  the  Ixjoks  above  referred  to ;  and  altliough  the  »tato- 
ment  is  frell  drawn  up,  many  importaDt  particulars  not  inserted  will  be 
fonnd,  by  the  diUgeat  Snqviier,  in  the  works  abore  quoted,  as  well  as  in 
tboee  referred'  to  below ;  — 

Ckmn  ff£eotumie  JPoiiti^e,"  par  Henri  Storek,  4  toIs.  8to  :  Paris,  1823 ; 
wL  iv.'pege  OG  "Inquiry  into  Oie  Principles  of  Politieal  Economy*'  by  Sir 
Jamet  Sfeiparf,  2  vols.  4to  :  London,  1768 ;  vol.  ii.  p.  292.  "  Kavfnmns- 
Lexicon,"  von  Carl  Gnuthitr  Ludovici,  5  vols.  8vo:  Amsterdam:  Leipsic, 
1768.  "  Bankea  und  Munzwesen"  ton  J.  G.  Busch,  8to:  Hamburg, 
1824,  page  169.  **IHeimifiain  UniHrtai  de  Oommeru"  par  Jaquet  Savarf 
dtt  Bnuton»f  4  toU.  foUot  Genera,  1742;  Art  **  JSangve,"  toI.  i.  p.  278. 
"EOl^t  Camhuit**  Art.  Amsterdam  J*  **Baekreibung  der  Banquen,**  von 
P.  J.  Marperffcr,  4to:  Leipsic,  1717,  page  110.  'TogtlclJiioai/e's  Dictionary 
of  Commerce"  2  toU.  fulio.  Sir  William  Templets  Works,  folio,  voL  i. 
page  32. 

THE  BAKK  OF  BABfBURQ. 

Very  full  details  respecting  the  Bank  of  Hamburg  may  be  found  in  th© 
books  referred  to  under  the  proper  heads  ;  but  more  eepecially  in  that  of 
J.  0.  Busob,  translated  into  French,  with  the  title :  "la  Ban^e  de  Bam' 
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CHAPTER  VII. 

1 1.  Distincfio)!  hrftrrcn  credit  and  the  credit  system  —  The  loiter  dtjined  — 
Invdvei  a  sq>araii(m  of  the  business  of  payments  from  the  Imsinest  of  dw» 
tributing  commodities,  aud  maka  trade  wrtual^  a  hartet-^TkB  grmt  4k>^ ' 
§Um  of  kAcr  make$  ihi$  nteeuarif-^Bdcaionf  qf  dtbhr  mtf  eradfifor 
muhuUt  and  exi$t  mainfy  among  the  Mtme  eteMM— 2%e  fimd  out  of  lojUei 
ddits  arc  paid  arises  from  the  eredUt  tefticsft  are  ike  counterpart  of  ike 
debts  —  Circulation  of  credits  a.t  a  rtirrenrrj  —  Conrrrtihillly  carried  (oo 
far  —  Erih  o  f  blending  credits  and  money  —  Diversion  of  credit*  from 
their  proper  functions  —  Order  of  considering  this  sulffeet, 

Obbdei,  m  no  one  of  its  meMiiiigB,  k  tba  mum  thing  as  lbs 
eredit  system;  the  latter  implies  the  foraer,  hui  the  former 

docs  not  include  the  latter.  Credit  refers  chiefly  to  the  confi* 
dcnce  which  dealers  repose  in  each  other,  and  to  the  consequent 
postponement  of  payment  upon  transactions  of  sale.  When  oae 
sells  and  delivers  goods  to  another,  agreeing  to  receive  payment 
at  a  future  day,  tliat  is  giving  credit  upon  one  side,  and  taking 
it  upon  the  other ;  but  this  transaction  may  not  fall  within  the 
credit  system,  which  imports  something  more  than  personal  con- 
fidence and  deferred  payment.  The  credit  system  is  that  by 
which  not  only  personal  confidence  exists  between  the  parties, 
inducing  them  to  sell  and  deliver  goods,  and  defer  the  payment, 
but  by  which  the  payment  is  eventually  eflfected,  without  resort 
to  coin,  bullion,  or  any  similar  equivalent :  it  is  that  by  which 
commodities  or  services  are  made  to  pay  for  commodities  or  ser- 
vices ;  it  is  a  system  by  which  men  apply  their  credits  to  the 
extinguishment  of  tlieir  debts.  It  embraces  all  the  devices  by 
which  payments  are  properly  made,  without  the  use  of  the  pre* 
cious  metals,  except  cases  of  strict  barter. 

Under  the  credit  system^  no  equivalent  is  given  at  the  time 
of  sale,  the  payment  bemg  postponed  for  a  time  definite  or  inda* 

(188) 
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finite;  Uie  pftymeiiii  for  eommoditieB  are  Mpwated  from  the 
Mtnal  tranattotioas  of  sale  and  pnrcbase;  the  artidles  of  trade 
are  bought  and  aold,  and  dktrihated  for  ooMmptioii  at  home 
and  ahroad— the  paymenii  aeeming  hemg  reserred  for  a  aepa- 
rate  and  a  distmet  department  of  oommeree. 

This  is  in  direct  contrast  with  the  cash  or  money  system,  in 
which  every  article  is  either  paid  for  in  the  precioiu  metals  at 
the  time  of  delivery,  or  at  some  time  afterwardB.  These  two 
systems  work  side  by  side  ;  and  tliou^di  frequently  niucli  blended 
in  operation,  the  distinction  between  them  is  j.iain  enough  to  be 
always  kept  in  view.  It  must,  indeed,  be  strictly  regarded  by 
those  who  would  understand  the  subject  of  money  and  credit. 

The  importance  of  the  credit  system  may  be  estimated  from 
the  fact,  that  in  Great  Britain  and  the  United  States  more  than 
95  per  cent,  in  value  of  all  the  payments  of  business  und  of 
trade  are  effected  by  its  means.  The  credit  system  is  employed 
■with  effect  wlierever  civilization  e-xtends  ;  and  it  may  be  added, 
in  not  very  far  from  the  propbrtion  in  which  civilization  pro- 
vails.  It  deserves,  therefore,  not  only  to  be  studied,  but  to  be 
understood  in  its  most  simple  elements,  as  well  as  in  its  most 
extensive  raniificntiong. 

Next  to  the  industry  which  is  applied  to  the  actual  produc- 
tion of  the  commodities  of  haman  use  and  consumption,  the  chief 
business  of  men  in  civilized  society  is  to  exchange  these  commo- 
dities, one  for  another.  In  the  sabdivision  of  labor  which  then 
takes  pkuMy  the  whole  production  is  so  divided  that  each  man, 
or  class  of  men,  makes  but  one  thing,  or  but  the  part  of  one 
thing.  This  makes  an  incessant  proeess  of  exchange  necessary. 
Bach  producer,  or  class  of  producers,  exchanges  his  particular 
prodnet  for  all  the  variety  of  articles  of  food,  raiment,  ftc,  which 
go  to  make  up  his  or  their  entire  eonsnmption.  One  great  prob* 
km  of  indnstey  is  to  effect  these  exchanges  with  the  greatest 
ra^dity,  ease,  and  at  the  least  espense.  If  article  eoold  be  ex- 
changed  for  artiele,  as  savages  make  their  exchanges,  vast 
expense  wodd  be  saved.  This,  in  dviUsed  sooietj,  is  anpossi- 
bls,  beoBwe  of  the  varietjof  prodoeti^  and  the  widelj  separated 
position  of  the  parties.  To  eibct  this  exchange,  and  to  seeare 
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Other  impoTtftnt  advantages,  fooiety  hat,  with  the  progress  of 
civilisation,  resolved  ita^  into  varioiu  classes,  iHueh  miQistor, 
by  tbia  subdiviaioD,  more  eieelnally  to  the  general  wtereata. 
One  data  has  charge  of  civil  adaauatration ;  one  cf  edneation ; 
one  of  the  public  dntiea  of  religion ;  one  ia  made  up  of  phjai- 
daca;  another  of  lawjeia;  one  ia  engaged  in  the  fine  arts; 
another  in  manofiMstaiea ;  another  in  agricultnre;  another  in 
commerce,  or  the  diatributicn  of  the  prodooM  of  othen'  indus- 
try; and  another  in  the  boaineaa  of  paymenta,  aa  hrokeie, 
hankers,  and  dealers  in  exchange.  All  these,  and  many  other 
dasses,  require  the  services  or  eonsume  the  prodncta  of  each 
other.  They  deal  with  each  other  aa  dassca,  and  aa  individuals. 
Every  individual  exchangee  his  servioee,  or  labor,  or  products, 
for  such  of  all  iho  others  aa  he  requires.  Thb  excbsDge,  though 
often  very  circnitons,  ia  certain,  and  oceura  aa  the  reedt  of  the 
hudnesa  of  eveiy  individuaL  Whatever  the  modhim  of  this  ex> 
change,  whatever  transactions  intervene,  the  object  of  eadi 
party  is  simply  to  exchange  what  he  has  to  dispose  of,  whether 
services,  labor  or  commodities,  for  what  ho  wishes  to  obtain  from 
others.  Each  individual,  in  fact,  directly  or  indirectly  pays  for 
UiiiiL  lie  imrchases  with  that  -whicli  ho  has  to  sell.  This,  as  we 
shall  perceive  iu  uur  further  progress,  is  the  true  basis  of  the 
credit  system. 

The  importance  of  fully  appreciating  the  functions  and  agency 
of  the  money  of  account  becomes  very  apparent  when  we 
attempt  to  enter  upon  the  subject  of  the  credit  system.  In  all 
the  transactions  of  sale  taking  place  under  the  credit  system, 
the  actual  use  of  the  precious  metals  is  dispensed  with.  They  * 
are  only  employed  to  pay  balances  of  account,  and  generally 
only  as  bullion.  It  is  only  in  the  retail  trade  that  coins  are  em- 
ployed in  the  purchase  of  goods.  The  whole  expression  of 
prices,  all  the  entries  of  book-keeping,  all  statements  of  amounts 
in  bills  of  exchange,  promissory  notes,  and  other  securities,  aro 
made  in  tlic  language  of  the  money  of  account.  All  the  trans- 
actions of  trade,  foreign  and  domestic,  which  are  made  verbally 
or  on  paper,  depend  therefore  on  the  agency  of  the  money  of 
Mooant.  V*laea  aio  not  expreaaed  in  ccinsi  but  in  money  of 
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aocoimi;  ihe  prioe  of  coinB  ind  bnlGoii  sve  tinis  stated,  and 
CBonot  be  stefted  taj  other  waj.  The  language  in  which  prices 
an  ezpresaed  is  iUimitlftble,  as  the  laagvage  in  which  ideas  are 
«q»reB8ed.  There  is  no  pancitj  in  the  langoage  of  priees. 
Some  snppoae  that  a  strict  rebtton  exists  between  the  rate  of 
prices  and  the  quantity  of  monej ;  this  supposition  is  ground- 
less. There  is  a  mntoal  dependence  between  prices  and  pay- 
ments :  that  is,  if  the  medium  in  which  the  payments  of  a  coon- 
try  are  made  becomes  very  scarce,  cr  if  the  processes  and 
adjustments  by  the  credit  system  become  disturbed,  and  thus 
chedced,  prices  may  be  affected  by  ihe  necessities  of  the  holders 
of  commodities,  who  may  be  compelled  to  sacrifice  goods  to  meet 
their  engagements.  But  these  redactions  will  not  so  affect  the 
prices  of  other  kinds  of  commodities,  the  holders  of  which  may 
not  be  undtr  that  necessity.  The  subject  of  prices  will  be  spe- 
cially considered  hereafter ;  they  "will  bo  found  to  depend  far 
more  (jii  oLlicr  elemcuLs,  than  on  the  plenty  or  the  scarcity  of 
money. 

The  credit  system  could  not  exist  for  a  day,  but  by  the  aid 
of  a  money  of  account.  It  can  dispense  with  the  uau  of  the  pre- 
cious metals  to  a  very  great  cx'tcnt ;  but  it  cannot  operate  at 
all  but  through  the  agency  of  a  money  of  account.  During  the 
suspension  of  specie  payments  in  Great  Britain,  between  1797 
and  1822,  the  entire  payments  of  tlie  country,  in  all  transac- 
tions above  the  merest  retail  trade,  wore  made  under  the  opera- 
tion and  by  the  devices  of  the  credit  system.  Money  was  not 
employed  in  any  large  payments.  Even  balances  were  paid  in 
notes  of  the  Bank  of  England,  by  law  a  legal  tender  in  payment 
of  all  debts. 

Wo  have  said  that  the  credit  system  operates  by  a  separation 
of  the  payments  of  business  and  trade  from  the  transactions 
which  originate  the  payments.  Ihe  business  proceeds  in  one 
channol}  and  the  payments  in  another.  This  is  one  instance, 
out  of  many,  of  that  division  of  labor  which  is  extending  to  all 
the  employments  of  society ;  and  in  aone  has  it  proved  more 
useful  or  efieotive  than  in  that  of  payments.  It  has  introduced 
an  ocongmy  which  may  bo  said  to  oonrsipond  to  the  difiiMreiioe 
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between  the  amount  of  payments  made  in  money  and  the 
amount  ntade  bj  meant  of  credit.  It  may  be  doubted  vbetber 
any  eavrng  ever  made  in  tbe  prooenes  of  baaineia  ean  be  ooi»- 
parcd  with  this. 

By  the  agency  of  money  of  aoooimt  all  prices  and  valuations 
are  fixed,  expressed  verbaUy»  atated  in  writing,  entered  in  -books 
of  aooonnt,  set  forth  in  promiseory  notes,  bills  of  exebange,  and 
other  seeorities ;  all  the  yalnes  or  amounts  in^olfed  avs  dms  stated 
and  preserred  for  a^jostment  or  fotore  payment.  For  evvty 
artieto  sold  npon  time  a  debt  and  a  credit  of  azaeUy  etfaal  amooat 
are  created ;  there  is  a  debtor  and  a  creditor— the  one  having 
to  pay  the  exact  sum  which  the  other  is  to  leeave.  If  the 
debtor  can  purchase  that  credit,  he  becomes  both  the  debtor 
and  creditor,  and  both  debt  and  oredit  are  exttnguished,  being 
merged  in  the  same  person.  The  same  extinguishment  occun 
when  some  thhrd  party  assumes  the  plaee  of  the  debtor,  and 
also  purchases  the  credit;  both  debt  and  eredit  meet  in  the 
same  person,  and  are  merged.  What  is  thus  true  of  CTety  case 
of  debt  and  credit  between  any  two  persons  who  became  debtor 
and  creditor,  and  of  a  third  par^  who  may  step  in  and  take 
the  place  of  both,  is  true  of  the  whole  class  of  debtors  and  cr^ 
ditors.  To  a  very  large  extent  they  are  the  same  persons, 
because  the  persons  who  take  credit  largely  are  the  persons  who 
give  it  largely.  The  creditors  and  debtors  are,  tlicrcfore, 
mainlj  the  same  persons.  It  is  among  persons  who  thus 
mutually  occupy  the  relation  of  debtor  and  creditor,  that  the 
credit  system  effects  an  adjustment  or  payment  without  the  use 
of  money.  The  debtor  needs  only  to  purchase  or  redeem  tho 
amount  of  credits  which  correspond  to  his  debts.  As  every 
debtor  may  be  presumed  to  have  incurred  his  debt  in  the  pur- 
chase of  some  commodity  which  is  to  be  sold  again  in  tlio  same, 
or  in  some  other  shape  —  for  to  this  class  belongs  the  largest 
class  of  debts  and  credits  —  he  may  be  supposed  to  have  the 
wherewithal  to  pay  his  debt.  The  merchant  who  purchases 
goods  to  Bell  again,  or  the  manufacturer  who  purchases  raw 
material  for  his  special  branch  of  industry,  may  be  snpposed  to 
hays  ebtaiaed,  by  inoining  the  debt,  that  whieh,  when  eoU^ 
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wfll  be  of  BolBoient  Tslue  to  pay  the  de1»t.  In  tbeir  poeitionB  it 
18  not  neeeaetiy  thty  tkoM  Bell  ibr  onlj  gold  or  silver. 
All  they  need  is  to  become  creditors  for  tbe  smoont  of  the  sale, 
end  the  credits  thns  obtained  irill,  bj  the  adjustments  of  the 
credit  system,  pay  their  debts.  So  any  one  who  is  debtor  and 
creditor  to  the  same  amount  will  be  able,  by  the  devices  of  the 
credit  system,  to  set  one  against  the  otlicr,  and  be  discharged. 
As  the  person  who  sells  coinniodities  for  gold  or  silver  does  not 
keep  these  metals,  but  employs  them  in  turn  to  purchase  what 
he  may  require,  so  he  who  sells  upon  a  credit,  by  which  another 
person  becomes  his  debtor  in  a  note  or  bill  of  exchange,  does 
not  keep  these  securities,  but  employs  them,  or  the  proceeds  of 
them,  to  make  other  purchases  or  payments.  The  credit  system 
does  not,  then,  really  furnish  a  substitute  for  money,  so  much 
as  a  mode  of  dispensing  with  it.  It  is  dispensed  with  at  the 
time  a  purchase  is  made,  by  stating  the  amount  in  money  of 
account,  and  postponing  the  day  of  payment ;  it  is  dispensed 
with  at  the  day  of  payment,  because  the  debt  is  ndjusted  or  paid 
by  a  process  which  docs  not  require  tlio  aid  of  gold  or  silver.  All 
business  men  who  avail  thenipolves  of  the  credit  sv.stcm  have 
debts  (notes)  to  pay  ;  the  credits  (the  same  notes)  made  by  in- 
curring these  debts  are  the  most  abundant,  as  well  as  the  most 
convenient,  and  the  most  easily  obtainable  medium  in  which  pay- 
ment can  be  effected.  The  debts  are  all  to  be  paid,  and  the 
credits  are  all  to  be  extbgnished ;  the  debtors  become  the  active 
agents  in  this.  Debtors  are  under  a  severe  necessity  of  meeting 
every  payment:  no  hnman  obligation,  howeTer  many  may  be 
the  exceptions,  is  better  observed  than  the  payment  of  debts, 
and  especially  is  tins  the  case  among  those  who  most  employ 
the  credit  system.  Credit  is  often  said  to  be  money;  it  is 
really  and  practically  preferable  to  money,  besides  being,  as  a 
mediami  cheaper ;  it  costs  very  little  more  than  good  faith  and 
good  management.  He  who  employs  a  thousand  dollars  to  make 
a  purchase,  has  irst  to  purchase  or  boArow  the  thousand  dollars; 
whilst  he  who  makes  the  same  porohase  npon  credit  not  only 
purchases  without  money,  but  the  commocRties  he  purchases  will 
pfofide  the  means  to  pay  his  debt.  l!he  Sfme  commoditieB  of 
18 
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*  trade  or  industry,  on  account  of  -which  debts  are  cliiefly  con- 
tractcd,  being  commodities  in  general  demand,  will  be  sufficient 
to  purchase  or  redeem  credits  enough  to  pajf  the  debts  con- 
tracted in  purchasing  thera. 

It  will  be  seen,  by  this,  that  the  credit  system  is  really  a 
mcdc  of  exchanging  commodities  or  services  without  the  inter- 
vention of  any  medium  of  value.  The  things  to  be  fiold  or  ex- 
changed are  valued  in  money  of  account.  The  person  parting 
with  them  takes  a  security  for  the  value,  and  employs  that  secu- 
rity in  the  purchase  of  other  things,  or  in  the  payment  of  debts 
contracted  for  them.  In  short,  by  the  credit  system  men  ex- 
change what  they  have  for  what  they  want ;  the  one  pays  for 
the  other,  aooording  to  prices  and  soms  st.it<  1  ia  money  of 
account ;  the  payments  are  made  in  some  of  the  Tarioos  ways 
by  which  the  credit  system  effects  its  adjustments.  The  credit 
system  is,  then,  &  compHeated  system  of  accounts  between  those 
who  avail  themselves  of  it.  Whether  this  system  is  susceptible 
of  being  simplified,  and  made  still  more  efficient  and  economical, 
deserves  attention ;  but  our  object  is  first  to  make  its  present 
mode  of  operation  well  understood. 

The  |)rocesses  of  adjustment  or  payment  by  the  credit  system 
are  very  various  and  complicated,  and  will,  therefore,  be  treated 
hereafter  in  some  detail.  It  may  tend  to  dear  our  oonceptionsy 
however,  if  we  consider  this  system  in  some  of  its  leading  gene* 
ral  features.  We  have  already  remarked  that  the  trade  or  busl* 
ness  depending  on  payments  proceeds  as  if  they  were  made — 
the  making  and  arranging  the  payments  becoming  a  separate 
occupation.  That  this  may  be  done  with  more  efficiency,  the 
whole  indebtedness  becomes,  in  fact,  a  fund  for  tliis  purpose. 
At  all  timed  llierc  is  a  large  amount,  in  the  aggregate  of  debts, 
incurred  fur  goods  sold ;  but  this  aggregate,  however  great, 
agrees  precisely  with  the  amount  of  credits.  There  is,  then,  a 
fund  of  credits,  or  credit  securities,  exactly  ecfual  to  the  amount 
of  the  debts.  So  long  as  tiiis  fund  of  credits  is  in  the  hands  of 
individuals,  it  is  not  very  active  as  a  medium  of  paymenL.  But 
when  large  sums  come  to  be  concentrated  in  the  banks,  it  be- 
comes an  efficient  manageable  fund  for  the  extinction  of  debts. 
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The  whole  amount  of  the  credits  may,  in  this  way,  become 
available  as  a  medium  of  payment.  It  is  divisible,  at  a  mo- 
ment's warning,  into  sums  of  any  amount;  and  as  applicable,  in 
payment  of  debts,  as  any  other  medium  could  possibly  be.  As 
all  the  debts  which  originate  in  the  credit  system  arc  but  the 
counterparts  of  the  credits,  the  credits  become  an  article  of 
great  demand.  Such,  indeed,  is  the  magnitude  of  the  transac- 
tions carried  on  by  means  of  tlic  credit  system,  being  more  tlian 
tcnO  ild  all  others  — and  such,  of  course,  the  amount  of  the  debts 
and  the  number  of  debtors  —  that  no  demand  is  more  active, 
urgent  and  constant  than  the  demand  of  this  large  class  of 
debtors  for  tiiese  credits,  or  the  means  of  paying  the  debts. 
Xhe  debtors  are,  ia  fact,  the  holders  of  the  articles  of  most 
gaieral  consnmption ;  for,  that  thej  might  be  such  holders^  they 
eontraeted  the  debts.  They  are,  then,  not  only  under  a  strin- 
gent neeessitj  of  obtaining  credits  to  pay  their  debts,  bat  they 
hsTe  the  best  means  of  obtaining  them ;  ha?ing  for  sale,  pur- 
posely selected,  the  commodities  of  daily  oonsumption  with  the 
use  of  which  the  people  cannot  dispense.  The  credits,  what- 
ever be  the  shxjpe  they  take,  whether  that  of  negotiable  paper, 
bank-notes,  or  \Mak  deposits,  become  a  general  instrument  of 
pnrehase,  not  because  they  are  money,  or  representatives  of 
money,  but  becaose  they  are  the  chief  medium  for  paying  debts; 
and  as  snoh  are-  in  great  demand  among  those  who  have  in- 
enrred  debts  by  the  purchase  of  articles  of  general  consump* 
tion.  The  holders  of  credits  employ  them  ia  payments  to  all 
classes  of  society — indostrial,  professiona],  mercantile  and 
literajry-— because  all  yield  oonmioditaes  or  services,  and  b^ 
cane  all  are  coasumers.  Credits  are  thas  distribnted  through 
a  whole  community,  through  all  iha  ramifications  which  the 
wants  of  sooiety  can  produce;  and  they  flow  thence  to  the 
hands  of  those  who  sell  the  articles  which  all  classes  want  and 
most  Imve.  The  great  routine  of  the  credit  system  consists  in 
exchanging  commodities  and  services  for  credits,  and  then  in 
distributing  these  credits  widely  and  minutely  in  society,  whence 
they  flow,  under  the  demands  of  constant  consumption,  to  the 
holders  of  the  articluis  of  constant  use,  by  whom  they  are  cxtiu- 
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guiahed  in  payment  of  their  debts.  This  opention  never  oeaees 
,  its  movements ;  new  credits  and  new  debts  are  created  every 
day;  old  debts  and  credits  are  merged,  set  ol^  or  eztingnisiied 
every  day;  and  the  whole  of  the  intermediate  moTcnents  are 
incessantly  going  on.  In  aU  this  mnltifarioiis  business  no  money 
is  employed,  and  none  is  needed,  but  the  money  of  account,  ex- 
cept in  small  transactions. 

It  does  not  follow  that  there  is  no  lon^  any  offieei  use,  or 
agencj  for  gold  or  silver  coins.  It  seems  to  be  a  new  proof  of 
the  convenience  and  advantage  of  coins,  that  they  circolate  with 
perfect  facility  along  with  the  currency  of  the  credit  system. 
Either  may  at  any  time  be  employed,  as  the  convenience  or  in- 
clinations of  the  parties  may  suggest.  In  retail  transactions, 
nothing  yet  known  can  be  preferable  to  coins  of  silver  or  gold. 
In  smidl  transactions,  as  wetl  as  in  the  balances  which  aocrae  in 
large  business,  it  is  frequently  necessary  to  use  a  medium  which 
is  at  the  same  ^e  an  actual  equivalent.  The  business  of  the 
world  is  so  much  increased  under  the  impulses  and  facilities  of 
tlic  credit  system,  that  full  employment  for  the  prt  cious  ractals 
is  found  in  the  payment  of  the  fractions.  The  credit  system 
pays  the  luillions,  the  tliousands,  and  the  hundreds;  gold  and 
silver  is  cmphjyed  to  pay  the  tens,  and  fives,  and  ones.  lu  many 
parts  of  the  United  States  only  the  fractions  under  one  dollar 
arc  paid  iu  coins.  It  is  a  matter,  certainly,  in  which  people 
may  make  their  choice.  Iu  the  United  States,  tlie  people  follow 
their  own  inclinations :  there  is  a  different  law,  on  the  subject 
of  banking,  in  almost  every  State.  The  Constitution  of  the 
United  States  prohibits  anything  but  gold  and  silver  coin  being 
1  Kitlc  a  legal  tender  in  payment  of  debts:  yet,  with  this  legal 
li^ht  to  demand  gold  or  silver  coins,  not  one  hundred  dollars  in 
one  million  of  the  debts  over  fifty  dollars  are  ever  paid  or 
exacted  in  coin.  The  people  prefer  the  adjustments  of  the 
credit  system.  In  New  England,  in  New  York,  New  Jersey,  Dela- 
ware, and  many  other  States,  they  employ  notes  of  denomination 
as  low  as  one  dollar.  The  saving  in  this  is  very  great.  The 
expediency  is  a  separate  question.   It  is  safe  and  proper  to  do 
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80  probably  just  in  proportion  to  the  virtue,  inteUigence  and 
commercial  integrity  of  the  people. 

We  have  seen  that  the  real  fund  employed  in  the  payment  of 
debts  is  that  arising  from  the  transaction  of  the  business  by 
which  the  debts  were  crcatc<1.  One  circumstance  attendinc^  this 
is  of  very  great  importance  —  the  fund  applicable  by  tlie  credit 
system  to  the  payment«?,  is  precisely  of  suflicient  amount  to  pay 
all  the  debts,  for  tlie  credit  and  debt  arc  counterparts.  If  not 
diverted  from  this,  its  proper  channel,  there  would  rarely  be 
any  difficulty  in  finding  means  to  pay  debts.  Individuals  might 
liftve  trouble,  owing  to  peculiar  circurngtances,  in  meeting  pay- 
ments ;  but  a  whole  class  or  body  of  men  ooold  not,  unless  from 
other  causes,  because  the  fund  for  payment  hoM  never  be 
short,  and  interest  upon  credits  could  never  go  to  a  high  rate. 
This  suggests  that  a  distinction  should  be  made  hj  law  between 
interest  on  credits  and  interest  on  money* 

The  blending  credits  and  money,  and  treating  them  mainly 
as  identiea],  has  been  a  fruitfoi  source  of  error  and  misehief. 
This  fatal  poli<7  has  been  the  ptrent  of  more  oommereisl  revul- 
sions than  all  other  eaoses  combined;  it  has  nuned  millions  of 
men  of  bosmess  in  Great  Britain  and  in  the  ITnited  States. 
Qie  fond  of  credits  is  really  and  properiy  applicable  to  the 
payment  of  debts  of  trade  incurred  in  the  distribution  of  the 
articles  of  general  ooasumptton ;  that  is,  to  the  extinction  of 
both  debts  and  credits — a  relation  in  regard  to  each  transac- 
tion only  intended  to  be  temporary.  Any  diversion  of  credits 
firom  the  legitimate  purpose  of  paying  such  debts  is  hasardous ; 
for,  as  they  amount  to  the  same  sum  as  the  debts,  there  eaa 
never  be  more  than  enough.  This  credit  system  being  founded 
on  human  eonfidenoe,  is  by  its  nature,  it  is  true,  extremely 
elastic,  and  capable  of  bearing  much  abuse ;  yet,  for  tho  same 
reason,  it  is  subject  to  sudden  oollapse  and  utter  ruin.  Under 
our  present  system  of  eredit,  a  great  amount  of  credits  and 
securities  are  annually  diverted  from  their  legithnate  purposes, 
and  employed  aa  money.  Tbb  abuse  Is  met  by  a  prolongation 
of  the  time  of  adjustment ;  that  is,  further  time  of  payment  is 
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given  to  those  idio  are  not  prepared  to  meet  engagemeiile. 
ThSs  extension  of  time  is  often  lilMnilly  granted  for  years,  \mt 
the  period  is  sire  to  eome  when  erecKton  most  leelise  thdr 
belsDocfl ;  no  farther  time  omi  be  given ;  the  oadj  altenmdve  is 
payment  or  beakruptcy.  Debts  ere  thea  often  spoDgcd ;  or, 
rather,  e  oertaia  ntmiber  of  debtors  fid],  and  never  pay,  and 
the  equivalent  amount  of  credits  become  worthless. 

The  ^reat  temptation  to  this  diversion  of  credits  arises  from 
the  fact  that,  by  our  present  Bystem,  thoy  are  required  to  be 
convertible  at  will  into  gold  or  silver.  The  whole  of  the  credits 
which  arc  m:ide  active  —  that  is,  all  that  arc  turned  into  bank- 
notes or  bank  deposits  —  are  required  to  bo  convertible.  In 
point  of  fact  they  are  not  so  convertible,  and  they  cannot  possi- 
bly be,  as  they  amount  at  all  times  to  a  sum  from  ten  to  twenty 
times  greater  than  any  pos.sible  amount  of  gold  and  silver  which 
would  be  available  for  such  a  purpa-*c.  This  legal,  Imt  not  real 
convertibility  of  these  credits  gives  thcTn  the  character,  and 
makes  them  available  to  a  very  great  extent  as  money ;  it  de- 
ceives and  misleads,  without  any  equivalent  benefit.  The 
assumed  convertibility  does  not  add,  in  the  least  degree,  to  the 
efficiency  or  availaliility  of  the  credits  for  tlio  payment  of  debts, 
nor  does  it  make  such  payment  any  more  valid.  But  for  this 
pretended  convertibility,  it  would  be  difficult  to  divert  credits 
largely  from  their  true  channels;  it  is  a  mig^^^iftf  without  any 
redeeming  circumstance. 

If  it  be  alleged,  in  favor  of  this  eonvertibility,  that  the  pro- 
missory notes  and  bills  of  exchange  «re^  bj  law,  pajable  at 
maturity  in  gold  or  silver ;  that  is  vei7  true,  it  may  be  replied, 
but  it  is  only  at  maturity,  when  no  one  ever  thinks  of  demand- 
ing gold  or  silver,  bccanse  payment  is  just  as  acceptable  and 
valid  in  the  nsual  mode.  By  the  coarse  to  which  we  object,  tke 
whole  amount  of  these  credits  is  nflsmniMl  to  be  oonvertiUe  ftt 
onoe  end  oontinnoiisly ;  they  are  thus  tomed  into  a  giuit 
moMj,  and  applied  to  all  manner  of  pnrpoees  to  whiob  money 
is  properly  applicable.  The  eieeS  is  the  smm  es  if  proDdnory 
notes  and  biUs  of  exefaange,  whatever  be  the  time  of  matoiiiy^ 
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were  by  law  made  payable  at  any  moment  the  holder  might 
please  to  demand  the  amount  in  goltl  or  silvor. 

But  we  do  not  intend  here  to  enter  into  tlio  consideration  of 
the  securities  proper  to  be  exacted  from  banks  or  bankers,  who 
is.sue  bank-notes  to  serve  the  purposes  of  money.  We  may  dis- 
cuss that  hereafter,  and  in  its  place. ^  Neither  do  we  now 
assert  that  there  is  any  better  security  for  those  who  arc  the 
receivers  of  bank-notes,  than  convertibility.  What  is  now  sug- 
gested is,  that  we  carry  convertibility  too  far  when  wo  attempt 
to  make  far  the  larger  portion  of  the  great  fund  of  credits  con- 
vertible, on  demand,  into  gold  or  silyer.  This  fund,  which  is 
nothing  else  but  the  evidence  of  prolonged  credits  granted  in 
the  progress  of  industry,  trade  and  consumption,  and  which, 
tiirou^  the  processes  of  the  credit  system,  are  the  appropriate 
mediam  for  the  discharge  of  corresponding  debts,  neither  the 
necessitieB  of  business,  nor  the  demands  of  convenience,  require 
to  be  convertible  on  demand  into  gold  or  silver. 

This  requirement,  as  it  operates,  is  one  of  the  most  mis- 
chievoos  blunders  of  modem  times.  When  two  merchants  keep 
an  aoooont  in  their  respective  books  against  each  other,  thej 
settle  these  aooonnts,  adjnst  the  respective  debts,  and  balanee 
or  extingfinsh  them,  without  the  idea  of  convertibility  crossing 
^eir  m^s.  What  two  merchants  ihns  do  directlj  for  each 
cither,  the  booln  of  banks  and  bankers  do  for  the  communis  of 
Jnunness  men.  On  their  books  these  men  find  themselves 
charged  with  their  debts,  against  which  they  seek  to  bring  their 
vredits,  that,  meeting  on  the  same  books,  both  debts  and  credits 
may  be  alike  extingidshed.  TVith  this  operation  convertibility 
has  little  to  do,  and  need  have  nothing.  The  mischief  of  this 
requirement  does  not  spring  from  the  law  which  makes  every 
debt  payable  in  gold  or  silver,  for  that  leaves  every  creditor  to 
accept  any  mode  of  payment  which  he  pleases :  it  is  as  absnrd, 
however,  as  if  every  debtor  were  placed  nader  the  impossible 


*  Otarftowd  ia  fbe  ehapter  on  the  Beak  of  XagMnd*  sad  in  that  on  the 
Beaks  of  the  Uaitod  Stalei. 
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obligation  to  keep  gold  and  silver  in  bis  posaesabn  niffioieiit  to 
paj,  on  demand,  every  debt  he  owed. 

In  all  ages  of  the  world  e£fort8,  more  or  less  Bacceasfol,  bare 
been  made  to  dispense  with  the  preeions  metals  as  a  very  expen- 
sive medium  of  exchange.  The  saeoess  of  these  experiments 
has  been  in  proportion  to  the  state  of  civilisation,  and  the  pro- 
gress of  mercantile  morality.  It  would  lead  as  into  too  great 
detail  to  trace  the  history  of  these  efforts,  or  even  to  specify 
their  various  kinds.  We  shall  only  .describe  a  few  of  these 
modes  of  payment,  such  as  are  not  only  characteristio  of  others, 
but  effective  in  'themselves.  Our  object  in  thu  will  be,  not  to 
give  a  general  view  of  each  topic,  but  merely  that  aspect  of  each 
which  relates  to  payments.  Many  of  these  subjects  have  various 
bearings,  very  complicated  relations,  and  diverse  points  of  view. 
Our  attention  will  be  confined  to  that  of  payments,  or  commer- 
cial liquidation.  These  topics  may  be  taken  up  in  the  following 
order: — Books  of  account.  Promissory  notes,  Bills  of  exchange, 
Bank-notes,  Bank  deposits,  and  Clearing-houses. 

^%  Sookt  of  aeeouni. 

no\Yever  numerous  the  phases  of  the  credit  system,  it  may  be 
regarded  as  having  its  best  summary  iu  book-keeping.  Wlien  two 
persons  in  business,  having  frequent  dealings  with  each  other, 
instead  of  making  payment  or  passing  an  equivalent  at  each 
transaction,  simply  debit  each  other  in  account  with  the  proper 
amount,  their  payments  are  only  deferred  to  a  future  day. 
They  have  separated  the  business  of  payment  from  the  transac- 
tion which  gave  rise  to  the  del)t-  Each  receives  and  enjoys  the 
services  or  commodities  oljtaincd  from  the  other,  as  his  wishes 
or  interests  dictate ;  and  each  is  to  make  satisfaction,  or  render 
nn  equivalent,  at  a  subsequent  time.  The  main  object  in  vieif 
in  their  business  is,  therefore^  attained  by  both  be£wo  any  pajt 
ment  is  made.  ]*.^m 

"We  may  suppose  the  account  between  a  merchant  and  aitti^ 
facturcr  to  stand  thus,  the  debt  and  credit  beipg  evened  im 
their  respective  books:—  ^^^^.r,  .  ■.  !,  a 
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The  books  of  J.  Black,  al  ihc  aecoutU     J,  White. 
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If  two  persons  have  dealt  thus  with  each  other  during  a  year, 
their  books  of  account  will  be  a  check  upon  Mch  other ;  and  if 
both  are  correct,  will  exhibit  the  same  result  At  the  end  of  the 
year,  it  will  be  found  that  J.  Black  has,  at  various  dates,  sold 
goods  to  J.  White  to  the  total  amount  of  ^18,600 ;  and  that  J. 
White  has  sold  goods,  during  the  same  time,  to  J.  Black  to  the 
total  .amoimt  of  ^18,700.  Each  of  those  parties  thus  received 
Urgp  qnantitics  of  goods  of  great  Talne  from  the  other,  without 
any  payment.  The  books  are  the  evidence  of  the  transaction, 
•ad  eiprefls,  in  money  of  account,  th«  value  of  the  goods,  or  the 
amount  of  the  mutual  indebtedness.  When  tiiese  parties  meet 
at  the  end  of  the  year,  for  the  settlement  of  their  aocoanta,  they 
hftTe  hat  to  strike  a  balance,  vhieh  shows  that  J.  Black  has  to 
pay  to  J.  White  f  100 ;  and  this  being  done,  the  whole  indebted* 
BMs  of  tlSfOOO  on  one  sid^  and  f 18,700  on  the  othir,  is  ftlly 
disohaiged  and  paid.  The  goods  delivered  by  the  one  have 
paid  for  the  goods  ddivered  by  the  other.  The  •18,600  thus 
paid  by  eaeh  of  the  parties  is  as  effectual,  sadsfitetory  and 
Iflgel  as  the  payment  of  the  balaaoe  of  $100  in  coins  by  J. 
I^Mitk^  Transactions  of  this  kind  are  of  constant  occurrence  in 
all  aviliaed  countries.  It  cannot  be  alleged,  with  any  pretence 
of  reason,  that  the  bouness  thus  carried  on  oould  have  been  any 
better  done^  if  each  delivery  of  goods  had  been  paid  for  at  the 
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time  in  ootos.  This  woM  have  tiiTolT«d  iha  ndoesaity  of  obtain- 
ing and  keeping  on  hand,  daring  all  the  year,  a  ^onaiderabla 

Bum  in  coins. 

If  ^  suppose  that,  at  the  time  of  the  adjustment  of  this 
account,  each  party  had  refused  to  accept  of  any  payment  but 
goM  and  silver,  the  only  legal  tender  in  payment  of  debts,  it 
■would  have  required  §37,300  in  coins  to  have  ])aid  off  the  two 
debts ;  or  if  the  parties  could  have  so  far  favored  cacli  other, 
as  that  one  should  pay  first,  then  the  one  who  came  prepared 
might  at  once  pay  over  to  the  other  $18,600,  and  immediately 
receive  it  back. 

It  is  obvious  enough  that  there  can  be  no  advantage  in  one 
mode  of  payment  over  another,  so  that  the  party  paid  is  fully 
satisfied.  Every  payment  in  cuiu  involves  an  outlay  of  equiva- 
lent amount  to  obtain  the  quantity  necessary.  The  parties  to 
the  account  above  stated,  if  their  sales  1i:m1  been  made  in  coin  as 
they  proceeded,  would  have  been  oljliged  to  part  with  many 
thousand  dollars  worth  of  their  goods  in  the  beginning,  to  obtain 
the  medium  of  exchange  necessary  to  carry  on  their  subsequent 
business.  This  expensive  medium  is  saved  in  all  cases  where  it 
-is  practicable  to  eficct  payments  by  the  simple  but  sure  process 
of  setting  off  debts  against  debts,  and  of  making  oommoditiea 
sold  pay  for  commodities  bought. 

The  same  modo  of  adjustment  is  equally  i^plicable  where  the 
articles  sold  and  entered  in  account  are  coins  or  bullion.  And 
80  of  any  other  indebtedness,  whether  incurred  at  the  time  of 
the  charge,  or  whether  of  debts  existing  before  in  the  nme,  or 
any  other  form. 

What  is  thus  stated  of  two  peraons  keeping  nratoal  acoomits 
ii  equally  true  of  three  or  more;  tjieir  aoeonntSy  when  pro- 
perly made  up  and  bahmoed,  display  at  once  the  real  stale 
of  their  motoal  indebtedneae ;  and  eaeh  one  will  be  wQling  to 
sorrender  his  claima  upon  others  for  a  aimilar  dbdiarge  of  his 
own  debts. 

To  oany  the  snppositaon  to  an  extreme  for  the  sake  of  illii8> 
trstion,  eooli  of  two  partiee  may  pvrefaase  or  assnme  all  the 
debts  of  the  other  to  all  penons,  and  charge  these  assamptioiis 
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in  their  respcctivo  accounts.  The  wholo  indebtedness  thus 
mutually  incurred  can  be  extin<^uished  by  tlie  simple  process  of 
set-off,  except  the  balance,  whicii  maj  be  iu  favor  of  one  or  the 
other. 

It  is  very  obvious  that  tlic  usefulnoss  of  book-keeping,  as  a 
mode  of  extinguishing  indebtedness,  has  never  reached  its  prac- 
tical limits.  In  theory  all  the  debts  of  cunnnerce  may  be  thus 
set-ofl'  or  paid,  because  the  debts  and  credits  are  exactly  equal, 
and  of  course  would  balance  each  other.  But  if  such  a  general 
balance  be  impracticable,  by  reason  of  the  complications  it  in- 
Tolves,  it  is  no  objection  to  employinn;  this  agencj  to  its  ntmott 
proper  limit  as  the  cheapest  and  safest  mode  of  payment  ever 
devised.  It  is  the  chief  object  of  every  man  of  business  who 
avails  luDiself  largely  of  credit^  to  apply  the  credits  be  gives  to 
the  payment  or  extinguishment  of  those  he  takes.  He  vovld 
desire  nothing  better  than  to  bo  charged,  in  books  of  account, 
with  every  debt  he  owes,  if,  in  the  same  books,  he  eovld  hove 
credit  for  the  debts  or  sams  due  to  him.  If  «U  basiness  men  of 
a  partieolar  locality  were  to  keep  their  accoants  in  one  set  of 
books,  every  man  would  be  thus  debited  and  credited,  and  only 
their  balances  would  remain  to  be  paid.  It  is  certainly  desirable 
that  an  agency  so  effective  and  safe  should  be  carried  to  a  wider 
range  of  operation  than  has  yet  been  attempted. 

This  snlject  deserves  the  more  attention,  as  many  of  the  pro- 
^  cesses  and  devices  of  the  credit  system  derive  their  chief  efficacy 
and  advantage  from  the  simple  methods  of  book-keeping.  The 
man  of  trade  who  asks  a  bank  to  discount  for  him  the  notes  he 
has  taken  In  business^  and  give  him  credft  for  the  proceeds  on 
its  booksy  and  who  applies  the  credits  thuB  obtained  to  pay  the 
notes  he  has  given  to  others  which  are  presented  to  him  for  pay-  * 
nent  by  the  same  bank,  has  merely  availed  himsdf  of  the  books 
of  the  bank,  on  which  he  is  charged  with  his  debts  due  to  others, 
and  credited  with  the  debta  of  others  payable  to  him* 

What  proportion  of  the  whole  payments  of  the  credit  system 
is  made  in  this  way  cannot  be  estimated,  nor  even  approximated. 
But  it  may  be  said  that,  in  one  aspect  of  the  business,  the  whole 
operatiuu  of  the  credit  system  may  be  resolved  into  the  methods 
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of  book-keeping.  The  grand  result  of  the  BjBtemi  ee  far  ts  the 
payments  of  trade  are  eflfeetod  bj  it,  is  that  the  pFoduots  of  in- 
dustry, and  the  servioes  and  Ubor  of  men,  are  ezehanged  at 
prices  expressed  in  money  of  aoeonnt ;  «nd  what  men  thus  give 
or  deliTor  Is  made  to  pay  for  what  they  teoexwe.  Whaterer  the 
oompHcations  which  intervene,  or  whaterer  the  madiinery  «n> 
ployed,  it  is  all  resolvable  into  an  adjustment  of  aoeoonts.  It 
would  shed  a  flood  of  light  on  the  whole  movements  of  the  credit 
system,  if  some  one  would  trace  out  and  exhibit  distinctly  the 
agency  of  book  accounts  in  accomplishing  that  vast  sum  of  pay- 
ments which  are  effected  without  resorting  to  either  coins  or 
bullion.  Every  bank,  banker,  broker,  and  other  agent  in  the 
business  of  payments,  must  rely  on  books  of  account  to  keep  up 
the  progress  of  the  business,  and  insure  accuracy.  Books  of 
account  intervene,  therefore,  in  every  step  of  the  great  process 
of  adjustment,  by  which  the  chief  payments  of  trade  are 
efiected. 
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CHAPTER  VIIL 

{  1.  rromijfsort/  notes  and  bUU  of  exchange,  iheir  nature  and  effictenry  ag 
instruments  of  jmyment  —  As  evuU  nces  of  debt,  they  aid  in  separating  iJie 
business  of  trade  from  that  of  pajftnenis — Xeffoiiation  of  in  paymeiUs  — 
Deakn  in  exe^nge-^B(pUeer»—'€hneentr&it>n  of  dehis  and  ereditt— 
Saianea —  ITte  {^fnofet  ofid  5^  in  LemeaAire,  Engtmtd,  and  in  Hke 
United  SUUt—^Limitt  of        tm  in  paymmvlt-^  Mutual  iiAtt  and 

A  HIGH  antiquity  is  claimed  for  the  use  of  billrf  of  excliange: 
though  many  authorities  ascribe  their  invention  to  tlie  Jews, 
who  were  expelled  from  Franco  in  the  years  640  and  1181,  and 
"who,  taking  refuge  in  Lombardy,  iverc  afterwards  calkd  Lom- 
bards, It  is  very  safe  to  assign  them  an  ancient  date,  as  their 
use  is  so  obvious  among  merchants,  that  -wo  can  scarcely  ima- 
gine how  such  a  device  could  be  overlooked  among  men  iu  trade 
who  had  learned  the  art  of  w  riting. 

Any  promise  to  pay  in  writing  is  a  promissory  note  ;  and  any 
direction  in  writing  to  another  to  pay  a  sura  for  the  writer  is  a 
bill  of  exchange.  A  minute  history  of  these  forms  of  security 
might  be  Yerj  interesting ;  bat  our  object  is  merely  to  show 
dieir  nature,  use  and  efficiency,  rather  than  to  recount  their  his- 
torj^s  taak  which  belongs  to  the  annals  of  commerce.  For  pre* 
sent  purposes  they  may  be  considered  together,  distingmshing, 
as  we  proceed,  their  diifercnt  operation. 

Promissorj  notes  and  bills  of  exclmnge  are  a  part  of  that  sys- 
tem by  which  the  payments  of  trade  arc  separated,  both  in  time 
and  operation,  from  the  trade  in  which  they  originate.  They 
are  evidences  of  the  debt  consequent  upon  the  transactions- 
which  gave  rise  to  them.  .Their  day  of  payment  is  appointed 
on  their  face;  and  they  move  in  the  channels  which  conduct 
them  to  that  mode  of  liquidation  selected  by  the  psrties  owning 
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them.  Their  utility  is  not  confined  to  postponing  the  day  of 
pajment,  and  affording  time  for  arrangement;  thej  m;iy  per- 
form an  intermediate  office.  The  seller  of  goods  for  a  tbousand 
dollars,  who  takes  therefor  a  bill  or  note  payable  in  three 
months,  can  only  realise  the  money,  at  maturity  of  the  paper ; 
bat  be  can  at  once  purchase  commodities  to  that  amount,  and 
transfer  the  bill  or  note  in  payment.  He  may  thus,  by  the  in- 
tervention of  the  paper,  exchange  goods  to  the  nmount  of  a 
thousand  dollars  for  goods  to  that  amount ;  that  is,  the  goods 
sold  will  become  the  payment  for  the  goods  purchased.  One 
man  of  business  may  say  to  another,  "  I  liave  sold  to  A.  B. 
goods  to  the  valoe  of  a  thousand  dollars ;  I  will  order  him  to 
pay  yon  that  amount  in  discharge  of  »what  I  now  purchase  from 
you;"  and  that  order  in  writing  would  be  a  bill  of  exchange: 
or,  he  may  say,  I  will  give  you,  in  payment,  a  written  pro- 
mise to  pay  which  I  took  from  him,  and  which  I  will  direct  him 
to  pay  to  you ;"  and  that  would  be  n^otiating  a  promissory 
note,  an  act  equivalent  to  drawing  a  bill  of  exchange,  for  the 
negotiator  or  indorser  thereby  orders  his  debtor  to  pay  the 
amount  of  the  debt  to  another.  F^missory  notes  and  bills  of 
exchange  are  thus  employed  to  purchase  commodities,  to  be  again 
sold  for  other  notes  and  bills,  which  are  in  their  turn  employed 
to  purchase  other  commodities.  It  is  mainly  by  the  primary 
agency  of  bills  of  exchange  and  promissory  notes  that  the  whole 
mass  of  goods  in  commerce  are  collected,  transported,  bought 
and  sold,  and  finally  distributed  to  the  ultimate  consumers  with 
nay  little  intenrention  of  money  in  the  shape  of  coins,  except 
for  the  merest  retail  operatbns.  This  moTsment  owee  some  of 
its  power  and  elBcieney'to  the  circulation  of  these  bills  and 
notes  in  actual  payment.  For  he  who  has  received  such  pay- 
ment, and  with  that  papyr  purchases  what  he  requires,  h:i.«  only 
done  what  he  would  have  done  with  the  money  :  lie  hits  ex- 
changed the  goods  he  had  for  thoi^e  he  wanted.  The  same  end 
is  in  view,  and  the  same  end  is  thus  attained,  whether  the  inter- 
vening medium  be  money,  or  individual  promises  to  pay.  The 
natural  progress  of  this  negotiation  would  be  to  concentrate  the 
paper  thus  mimd  for  goods  iu  the  hands  of  the  large  dealers, 


Digitized  by  Gopgle 


BXCHAKaB  A8  A  UODB  OV  PATMBVT.  SOT 

-who  either  become  virtually  private  banlMis,  or  hftTO  Iwge 
operations  with  those  in  that  business. 

The  common  mode  of  employing  bills  of  cxohABge  and  pro- 
missory notes,  in  commercial  places  where  there  aro  no  pobUo 
b&olu^  is  by  inter veation  of  privftte  bankers  and  dealers  in  ex- 
change. These  become  purchaseis  and  depoeitoni  of  nearly  all 
the  individual  ehgagementa  to  paj  money  in  eircalation.  IJ^  fof 
the  sake  of  clearness,  we  suppose  that  in  any  mch  community 
all  this  paper  had  fallen  into  the  hands  of  two  Boch  bankers  or 
dealers,  they  would  between  them  hold  claimB  upon  all  who  had 
isaned  such  paper ;  that  is,  all  who  had  to  pay  money  on  audi 
liabilities  would  have  to  pay  it  to  one  or  the  other  of  these 
dealers  in  paper,  or  to  both  of  them.  AU  these  payers  would  be 
also  receivers;  and  they  would  not  only  pay  as  abore,  but 
reoeive  througli  the  same  two  agents  of  exchange.  Sueh  payers 
and  recdvers  being  the  business  men,  are  debtor^  and  creditors 
among  themselves :  all  the  money  they  owe  is  payable  among 
themselves,  all  the  debts  bei^g  the  equivalent  and  connterpart 
of  all  the  credits.  The  bankers  would  soon  reduce  the  wholo 
liabilities  and  credits  of  their  customers  to  an  account  betweea 
themselyes  and  the  balances  due  their  customers.  The  debts 
and  credits  of  each  individual  in  trade,  so  far  as  these  had 
taken  the  shape  of  bills  payable,  would  be  brought  face  to  face 
in  their  books  of  account,  and  there  balanced.  If  these  piivato 
bankers  enjojcd,  in  an  equal  degree,  the  public  patronage,  thetr  • 
books  would  not  be  wide  of  an  even  balance.  They  would,  in 
fact,  have  assumed  the  payment  of  all  their  customers'  debts,  in 
consideration  of  having  assigned  to  them  all  their  customers' 
credits ;  which  they  could  safely  do,  because  credits  and  debts 
exactly  correspond.  The  transfer  of  the  whole  of  the  credits 
absolutely  to  one  man  would,  in  its  effects,  work  a  total  extinc- 
tion of  the  whole :  the  transfer  of  the  whole  to  two  would  only 
require  an  adjustment  to  be  made  between  the  two  according  to 
the  amounts  they  had  respectively  received.  This  di:3chargc  of 
the  whole  of  tlie  debts,  by  their  meeting  in  the  same  hands 
with  the  whole  of  the  credfts,  does  not  bo  close  the  matter  as  to 
leave  nothing  further  to  be  done.   If  every  man  in  trado  owes. 
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in  notes  and  bills,  precisely  the  same  sum  -which  is  owing  to  him 
in  the  same  manner,  then  the  meeting  of  all  the  debts  and 
credits  in  the  same  hands  would  be  an  absolute  and  final  dis- 
charge of  the  whole.  But  as  most  men  in  trade  make  a  balance 
<m  their  bills  payable  and  receivable,  favorable  or  unfavorable, 
these  balances  only  remain  to  be  adjusted :  that  is,  each  indi- 
vidoal  must  receive  what  is  coimng  to  him  on  his  bills  receivable 
'more  than  he  has  to  pay  on  hia  bills  payable;  and  each  one 
must  pay  what  he  is  indebted  over  the  amount  of  his  bills 
receivable.  The  sum  of  these  balances  is  known  to  be  small: 
men*s  profits^  on  the  average,  hear  a  small  proportion  to  the 
whole  amount  of  their  transactions. 

It  was  better  nnderstood  oentnries  past  than  it  is  now,  that 
by  such  means  payments  to  a  vast  amount  could  be  elFected; 
better  understood,  because  the*  complications  of  trade  were  fewer 
then  than  at  present,  and  the  whole  operation  of  the  adjustment 
could  be  distinctly  traced  and  comprehended  by  those  conversant 
with  business.  This  mode  of  liquidation  has  been  practised  for 
ages,  not  only  where  greater  fadlities  were  wanting,  but  in 
Venice,  Genoa,  Lyons,  and  Amsterdam,  where  great  facilities 
were  enjoyed,  because  it  was  not  only  consbtent  with  the  pro- 
cesses of  the  great  ba&loi  and  the  fairs,  but  could  aid  their  opera- . 
tion,  and  receive  aid  firom  them.  This  mode  is  not  less  efficient 
at  the  present  day,  as  we  shall  have  occasion  hereafter  to 
nbtice. 

Very  much  the  largest  proportion  in  value  of  the  transactions 
of  trade,  domestic  and  foreign,  is  carried  on  by  the  issue  of  pro- 
missory notes  and  bills  of  exchange.  These  securities  are  thus 
used  to  postpone  tho  time  of  payment,  to  serve  as  evidence  of 
indebtedness,  and  to  operate  as  a  medium  of  payment.  As 
every  negotiation  of  such  notes  or  bills  effects  a  payment,  their 
circulation  measures  the  amount  of  the  payments  accomplished. 
In  the  manufacturing  districts  of  England,  especially  in  Lanca- 
shire, enormous  sums  are  annually  paid  by  this  kind  of  circula- 
tion. Long  lists  of  names,  besides  those  on  the  back,  are  fre- 
quently appended  to  notes  and  bills  there,  which  show  they  .have 
paid  a  debt  for  every  name. 
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The  pronussory  notes,  after  performmg  their  roimd  of  "pfty^* 
ments,  «&d  effeetbg  s  iiro|K»rtioiiabIe  tranafer  and  enohange  of 
goods,  aio  finally  diseharged  by  bank-notes,  ot  obeeks  on  the 
books  of  a  bank,  or  on  the  books  of  individoal  SMrehants.  The 
domestio  bills  of  exchange  thos  used  in  Laneashire,  after  mnder* 
going  this  ciienlation,  are  sent  to  London^  lAere  they  are  pay* 
able,  and  are  there  extinguished  or  disohaiged  in  sone  of  the 
banks  of  that  dtj.  It  is  not  onr  purpose  to  point  ont  here 
more  than  the  nse  which  is  made  of  these  seeorities  before  they 
mature.  Their  disoharge  or  payment  at  matonQr  wiU  be  eon* 
eidered  nnder  another  head.  The  smn  of  the  exchangee  of  goods 
effected  by  this  kind  of  (nrcolation  in  England  has  been  bo  great 
as  to  have  attracted  special  attention  and  Parliamentary  in- 
quiry.' In  this  country  this  mode  of  paymmt  is  more  or  lees 
employed  thronghont  ite  whole  extent ;  but  in  no  part  to  such 
an  extent  as  in  England.  The  law,  process  and  effect  of  this 
kind  of  circulation  is  nearly  identical  here  and  there.  Un- 
doubtedly, a  large  amount  of  goods  change  hands  by  this  mode 
of  payment  every  year;  but  in  a  widely-scattered  populntiou 
like  onrs,  a  limit  to  this  mode  of  payment  is  soon  encoiHitercd 
in  ii  want  of  mutual  knowledge  and  conlldcnee.  It  is  thus  that 
a  much  larger  proportion  of  bank-notes  is  used  here  than  in 
England.  We  cannot,  of  course,  even  conjecture  the  sum  of 
the  exchanges  of  goods  effected  in  the  United  States  by  the 

'  Ouc  uf  the  witnesses  befoM  S  ParliuneDtary  commtttftet  in  May,  1826, 
testified  that  bills  uf  exchange  on  London,  at  GO  days  were  the  principal 
part  of  the  circulatini;  mcdiam  in  Lancashire.  They  were  isRueJ  to  as  low 
an  amount  as  £5.  They  circulated  from  hand  to  hand  in  payment,  being 
iodorticd  by  ench  party  paying  them.  A  witnetts  being  asked  if  be  had 
Men  UiMe  bills  of  txebaage  at  low  at  £10,  mOk  50  or  60  names  upon 
thsai,  be  replied ; — **  Tee,  witb  twice  thai  nvmber.  I  bave  ee^n  elips  of 
paper  attached  tu  a  bill  as  long  ai  a  eheel  of  papeTi  and  wben  that  was 
Ailed,  another  attached  to  that." 

Another  testified  before  the  sanio  committee,  that  the  bills  between  £10 
and  .£.'50  ountitituted  four-fifihs  uf  the  circulation;  but  that  the  proportion 
of  tbo  whole  of  the  bills  of  all  amounts  to  the  circuluiiun  of  bank-notes  and 
coin  was  290  to  1.  Some  bankers  estimalsd  that  proportion  as  high  as  50 
to  1.— JK^potf  ^  ike  Lofdnf  (hmmiUH  en  /VomiMsry  sprinted 
Majf  2m,  182d»  pages  183  and  186. 
14 
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negotiation  of  bills  or  notes.  It  is  one  of  the  great  elements  of 
commciciul  adjustment.  The  payment  or  extinguishment  of 
these  bills  here,  as  in  England,  is  effected  ;;cnerally  in  the 
l/uuk.->,  or  through  facilities  furnished  Lj  banks. 

But  however  awkward  and  inconvenient  promissory  notes  and 
bills  of  exchange  as  a  medium  of  payment,  when  employed  speci- 
fically for  that  purpose,  they  are  susceptible  of  beiiiLj  so  managed 
as  to  be  converted  into  one  of  the  most  convenient,  rapid  and 
effective  modes  of  payment  yet  discovered.  A  man  of  business 
may  be  the  holder,  for  instance,  cf  §oO,000  of  such  paper  in 
twenty  different  suras,  from  to  ^0505.    lie  may  be  able 

to  employ  these  notes,  to  some  extent,  in  his  large  transactions, 
but  meets  constant  obstacles  in  the  amounts  which  do  not  suit, 
and  in  the  names  of  drawers  and  indorsers  which  may  not  be 
Bufficieiitly  known.  If  he  carries  these  notes  to  a  banker  of 
good  staiidiiiLr,  and  obtains  a  credit  on  his  books  for  the  whole 
bum  less  the  interest,  with  the  privilege  of  drawing  checks  for 
the  amount  at  his  pleasure,  it  is  manifest  that  he  can  have 
nothing  more  convenient  nor  effective  for  the  payment  of  his 
notes  as  they  mature,  or  the  making  any  needful  pnrcdiases  for 
continuance  of  his  business.  His  twenty  notes  are,  by  this  pro- 
cess, melted  into  one  fund,  which  will  flow  out  at  his  own  order, 
slowly  or  rapidly,  as  lie  may  require. 

AVliat  the  bankers  do  for  one  man,  they  do  for  a  whole  com- 
munity of  business  men.  Their  books  become  a  vast  reserroir 
of  such  funds,  upon  which  the  owners  draw  as  they  have  occa- 
sion. These  reservoirs  of  funds  really  represent  an  amount  for 
which  commodities  have  been  sold ;  the  transactions  hare  taken 
place ;  the  promissoiy  notes  are  both  evidence  of  the  traasac* 
turns,  and  Bccorities  for  the  amount  of  the  sales.  As  men  of 
business  giro  notes  as  well  as  take  them,  and  as  v^tly  the 
largest  proportion  of  the  business  paper  actually  represents  a 
mutual  indebtedness,  the  great  office  of  this  fund  Is  to  enable 
the  parties  to  pay  and  extinguish  their  mutual  debts.  If  one 
has  converted  his  notes  into  a  credit,  at  his  banker's,  of  $50,000, 
and  owes  9^0,000,  it  merely  reduces  his  credit  to  $10,000  to 
pay  off  his  debts.   This  is  not  only  the  best  use  to  make  of  his 
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credit,  bat  it  u  indlBpezisable  to  the  progreBB  of  budness.  The 
transtcttoiis  of  businefls  proceed  as  this  indebtedness  is  oreated ; 
the  purchases,  sales,  the  production,  distribution  and  consuiDp> 
tion  inYolred,  all  go  on  under  the  fliMsilittefl  of  the  oredit  system, 
in  the  bttsiness  to  which  we  refer,  by  the  issue  of  the  paper  of 
the  parties.  The  payment  of  this  paper  is  effected  by  a  series 
of  subsequent  transactions,  as  •  separate  business.  The  chief 
facility  by  which  this  payment  is  accomplished  arises  from  the 
fact  that  the  debt  is  mutual.  In  cTeiy  million,  about  nine  hun- 
dred thousand  is  strictly  mutual,  and  is  susceptible,  therefore, 
of  ultimate  payment  by  being  balanced  on  the  books  of  the 
bankers.  The  mode  in  which  the  balancing  process  is  effected 
is  very  obvious,  but  will  be  specially  explained  under  the  heads 
of  bank  deposits  and  clearing  houses.  If  one  man  is  the  holder 
of  more  of  the  paper  of  others  than  he  has  issued  to  others, 
another  has  issiu  d  a  greater  amount  than  he  holds ;  and  of  all 
this  variety,  the  credits  of  the  parties  at  their  bankers  is  a  true 
reflection.  These  credits  become,  then,  the  expression,  in 
money  of  account,  of  what  has  taken  jjlacc  and  is  going  on  in 
the  channels  of  business  in  which  commodities  destined  to  con- 
sumption travel. 

The  great  fund  out  of  winch  the  payments  of  trade  or  busi- 
ness is  made  is  tho  credits  granted  upon  the  business  or  com- 
mercial paper.  This  fund  represents  commodities  sold  and  to 
be  paid  for ;  the  parties  wiio  transact  the  business  out  of  which 
the  fund  arises  are  both  creditors  and  debtors.  They  arc  not 
only  willing,  but  it  is^  their  interest  to  apply  their  credits  to  ex- 
tinguish or  pay  their  debts.  No  creditor  can  ask  any  more 
effective  payment  to  himself  than  that  which  enables  him  to  pay 
his  own  debts.  If  a  thousand  men  in  one  district  have  to  their 
credit  a  million,  it  is  probable  they  will  owe  among  thcmscfvcs 
nine  hundred  thousand :  this  sum  can  be  fully  ftnd  satisfactorily 
paid  by  the  application  of  this  amount  in  the  credits.  Their 
credit  of  a  million  will  bo  reduced  to  one  hundred  thousand,  and 
their  whole  debts  as  between  each  other  will  have  been  dis- 
charged. This  payment  is  of  the  same  nature,  though  made 
eircttitonsly,  as  that  which  is  made  direoUy  between  two  men 
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who,  having  mntrtal  tranBaetionB  entered  on  ihenr  books  of 
account,  meet,  and,  so  far  as  the  indebtednefls  k  mntnaly  dia- 

cbarge  it  by  a  balance. 

In  a  civilized  community,  the  obligation  of  a  mm  to  pay  bis 
debts  is  so  sacred  and  so  pressing,  that  be  can  denre  no  better 
medium  of  payment  of  that  'v>bicb  others  owe  to  bim,  than  that 
■which  will  serve  to  pay  bis  own  debts. 

i  2.  FMgn  exchange  a»  a  means  cf  payment^  Complieated  form  n-hj  with 
coinage  and  its  evih —  Note  wifk  increased  transactions  of  domestic  trade 

 The  processes  of  foreign  trad^  and  paymeuts  readily  perceiced  — 

Imports  —  Exports  —  Dealas  in  exchamjc  and  bankers  —  Payments  may 
he  made  in  either  country  —  Rait  of  exchange  —  Tindt  iM  alt  NoljoM— 

Jlkeeenomp^ikiimodtiifpaifmeidwenomat^^ 

The  operation  of  the  exchange  between  any  two  or  more 
countries,  having  a  mutual  .commerce,  is  effective  in  accomplish- 
ing a  very  large  portion  of  the  payments  of  that  commerce.  In 
reference  to  foreign  trade,  nations  may  be  taken  separately, 
and  each  nation  spoken  of  as  debtor  for  all  that  its  people  have 
imported,  and  creditor  for  all  that  has  been  exported.  Tbe^ 
business  transactions  of  any  country  which  lead  to  the  exporta* 
tion  of  commodities,  are  settled  and  adjusted  at  home;  so,  also, 
of  transactions  in  foreign  goods  after  they  arrive ;  but  there 
remains  to  be  adjusted  or  paid  the  debts  and  credits  arising 
between  importers  and  exporters  of  the  respective  countries 
engaged  in  mutual  trade,  together  with  the  debts  and  credits 
sdsing  between  the  respeetiTe  importer^  and  exporters,  and  the 
persons  from  whom  they  purchase  and  to  whom  they  sell. 
Upon  debts  and  credits  in  this  posture,  foreign  exchange  is 
brought  to  bear  as  a  mode  of  adjustment.  The  exchange  of 
commodities  first  takes  place,  prices  and  amounts  are  a^usted, 
and  then  comes  the  aflbir  of  payment  as  a  separate  business  in 
the  hands  of  dilTerent  parties,  who  are  devoted  to  it  as  an  occu- 
pation. 

Foreign  exchange  has  been  long,  and  is  even  now  by  not  a 
flew,  considered  a  most  complicated  and  perplexed  subject,  level 


I 

only  to  the  comprehenaion  of  merchanti  of  great  shrewdness 
and  special  experience.  It  was,  in  former  ttmes,  mixed  up  with 
nuuij  difficult  problems  of  coinage;  with  numeroiis  complex 
questions  arising  out  of  the  Tarions  debasements  of  coins  and 
currency,  which  made  it  impossible  for  many  to  understand  its 
mysteries,  and  possible  for  only  a  very  few  to  master  its  details. 
The  days  of  debasement  bang  pretty  well  spent,  the  sulgect  of 
IbMigtt  exchange  need  not  now  be  regarded  as  so  nnint^gible 
and  forbidding. 

It  is  not  certainly  so  very  hard  to  conceive  of  all  the  debts 
owing  bjr  persons  in  one  country  to  persons  in  another,  and  to 
persons  in  all  other  coontnes,  as  being  coUeetiTcly  a  som  owing 
by  one  country  to  another,  or  to  all  other  countries.  In  this 
"view,  every  commercial  country  may  be  regpurded  as  being  in- 
debted to  each  country  with  which  it  trades  for  all  it  has 
imported  from  each.  This  debt  for  imports  is  mutual  to  the 
extent  of  the  trade  of  each  with  the  other.  Looking  at  the 
forcif^n  trade  of  each  country  apart  from  its  details  and  as  a 
;vliule,  it  is  much  more  simple  and  easy  of  comprelionsiou  than 
the  domestic,  ^vllicll  is  uiure  difficult  to  examine  in  tiic  mass, 
and  to  separate  from  its  details.  The  whole  process  of  foreign 
and  domestic  trade  is,  in  fact,  perfectly  alike;  for  if  the  trouble 
were  taken  thoroughly  to  analyze  the  home  trade,  it  would  be 
found  to  consist  of  a  series  of  exports  and  imports  from  distinct 
regions  or  districts,  of  which  every  one  may  be  compared  to  a 
separate  nation.  The  n^all  states  of  Germany,  which  carry  on 
a  foreign  trade  with  each  other  and  tlic  world,  are  many  of  them 
no  larger  than  counties  in  Pennsylvania.  The  domestic  bills 
and  other  devices  by  which  the  payments  of  home  trade  are 
effected,  perform  the  same  office  which  is  assigned  to  foreign 
bills  in  reference  to  that  trade.  In  our  relations  with  foreifju 
countries,  we  have  the  advantage  of  well-defined  boundaries,  • 
and  of  the  custom-house  and  shipping  regulations,  to  exhibit  the 
amount  and  value  of  the  trade ;  also  of  the  fact  that  foreign 
payments  concentrate  largely  in  agencies  separate  irom  those 
in  which  our  domestic  payments  are  made.  It  is  much  easier, 
therefore,  to  ascertain  the  amount  of  our  foreign  than  ai  onr 


Digitized  by  Google 


214  SXP0RT8  PAT  FOB  IMPORTS. 

■ 

domestie  payments.  Besides,  the  former  bear  hardly  a  com- 
pan86n  in  amount  with  the  latter.  There  is,  therefore,  apart 
Irom  oolnage  and  its  incidents,  comparatiTelj  little  difficulty  in 
this  snbjeot  of  foreign  exchange. 

In  the  foreign  trade  there  are  two  distinot  classes  of  persons 
whose  moTements»  with  those  of  their  Tarions  agencies,  make  np 
the  operations  of  the  foreign  exchange.  There  are  those  who 
hare  exported  goods  or  sent  them  oat  of  the  coontry,  and  who 
are  entitled  to  payment  from  abroad;  and  those  who  have  im- 
ported goods,  or  brought  them  into  the  country,  and  who  must 
make  payment  abroad.  If  no  deyice  of  economy,  or  expedient 
of  convenience  were  resorted  to  in  making  these  payments,  the 
debtors  abroad  and  th&  debtots  at  home  would  be  obliged  to 
transmit,  from  their  respective  countries  to  the  countries  of  their 
respective  creditors,  the  aggregate  sums  equivalent  to  the  whole 
foreign  trade.  This  would  afford  the  absurd  spectacle  of  a  con- 
tinual movement  of  the  predons  metals  to  effect  what  the  trade 
itself  had  effected.  It  is  Ycry  apparent  that  the  nation  which 
has,  in  the  aggregate,  exported  to  the  value  of  a  hundred 
millions,  and  imported  to  the  value  of  ninety  millions,  has  vir- 
tually paid  for  the  imports  by  the  exports.  It  is  only  necessary 
that  thoso  who  owe  the  ninety  millions  for  goods  imported 
ehoulil  pay  that  sum  to  those  who  are  creditors  for  goods  ex- 
ported, unil  I  hero  would  remain  only  ten  millions  to  be  other- 
wise paid.  This  i:?,  in  fact,  the  process.  A  class  of  dealers  in 
exchange,  who  combine  this  business  oi^en  with  that  of  banker, 
broker  or  merchant,  become  purcluisers  of  tlie  bills  drawn  by 
the  exporters  of  goods  for  the  proceeds,  and  tlie  same  class 
become  sellers  of  bills  to  those  who,  having  imported  goods, 
have  remittances  to  make  for  them.  If  tlio  amount  cx])orted  is 
an  huntked  millions,  bills  to  tliat  extent  may  l>c  drawn  and  pur- 
•  chased  by  these  dealers;  and  if  imports  to  tike  amount  of  ninety 
millions  have  been  made,  the  dealers  can  sell  exchange  to  that 
amount ;  and  by  this  means  a  hundred  and  eighty  millions  of 
the  pa}^ncnts  arising  out  of  this  foreign  commerce  will  be 
efliected :  that  is,  ninety  millions'  worth  of  goods  exported  will 
have  been  set  off  against  ninety  millions'  worth  imported.  The 


* 


Digitized  by  Google 


» 


TUB  MODE  OF  ADJU6TMSNT.  215 

main  instrumcnta  of  this  payment  or  adjustment  afe  bills  of  ex- 
change between  the  parties  engaged  in  the  trade ;  these  bills 
pass  into  the  hands  of  those  wliosc  busiin^'ss  it  is  to  deal  in  them, 
and  who,  by  keeping  an  open  credit  abroad,  are  always  prepared 
to  draw  for  sums  to  suit  purchasers.  Thus  the  amount  due  from 
individuals  in  another  country  becomes  a  fund  upon  which  bills 
can  be  drawn,  in  sums  to  suit  those  who  have  payments  to  make 
there. 

As  the  dealers  in  exchange  have  correspondents  in  many 
countries,  it  is  of  little  moment  to  the  progress  or  the  facility  of 
the  payment  whether  the  bills  drawn  for  that  purpose  are  all 
drawn  in  one  or  the  other,  or  partly  in  both  countries :  the  main 
thinft  to  be  ctfected  boiii::  morel v  in  balance  tlio  accounts  so  far 
as  equal.  This  is  a  matter  which  procced.s  wholly  by  individual 
choice  and  management.  In  our  trade  with  Europe,  the  ex- 
change business  is  chiefly  done  at  home ;  that  is,  our  exporters 
generally  sell  their  bills  at  home,  and  our  importers  make  their 
payments  by  specie  exported  or  bills  remitted.  The  market  for 
tlie  exchange  is,  then,  with  us;  the  barometer  of  the' price  of 
exchange  is  on  our  side  of  the  water.  The  prico  at  which  ex- 
porters can  sell  their  bill^,  and  at  which  importers  must  pur- 
chase them,  is  subject  to  tiuctoations  ari<?in:r  from  the  supply  ' 
and  demand,  and  from  other  causes  which  aff<  ct  prices  gene- 
rally. It  is  quite  probable  that  the  pres^^ure  of  the  demand  is 
more  steady,  and  that  the  adequacy  of  the  supply  is  hotter 
known,  where  the  market  is  chiefly  on  one  side.  The  agency 
of  the  dealers  on  the  Mier  side  is  to  collect  the  proceeds  of  the 
bills  drawn  upon  the  exports,  and  hold  them  sabject  to  the  hlDs 
drawn  by  dealers  in  exchange  in  the  regolar  course  of  their 
boainess.  On  our  side  the  dealers  in  exdiange,  whilst  employed 
in  purchasing  bills  for  which  they  pay  here,  are  also  engaged  in 
selling  bills  for  which  they  receive  payment  here :  on  the  other 
side  their  correspondents  recelTO  money  for  the  bUls  remitted  to  * 
them,  and  pay  it  out  upon  the  bills  drawn  upon  them.  The 
operation  is  clearly,  as  stated,  a  mode  of  applying  the  goods 
sent  abroad  to  payment  fof  those  brought  home. 
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It  la  eMentutlly  *  distinct  operation  fW>m  the  bomo  pajments. 
The  principle  in  both  is  the  same,  and  the  processes  maj  ooea> 
sionally  be  the  same ;  bat  th^  are  not  the  same  thho^.  It  is 
proper  that  those  who  export  goods  sbonld  be  pwd  for  them,  and 
that  those  who  import  diould  pay  for  their  imports.  It  is  the 
same  with  those  who  buy  and  sell  at  home.  In  both  foreign 
and  domestic  trade,  goods  are  made  to  pay  for  goods ;  bat  when 
goods  are  exported,  they  have  left  the  domain  of  domestic  trade, 
and  when  goods  first  arriTe,  they  hare  not  yet  entered  into  the 
domestic  trade. 

Those  who  export  cotton,  flour,  and  other  commodities,  are 
drawers  of  Lills  of  exchange  for  the  proceeds  of  the  sales  :  the 
importers  of  foreign  goods  arc  fiurcliascrs  of  bills  for  the  cost 
of  sucli  goods ;  or,  if  such  goods  arc  sent  over  by  the  foreign 
merchants  or  manufacturers,  then  they  are  purchasers  of  bills  to 
the  amount  of  their  sales.  The  dealings  between  these  parties, 
and  tlic  competition  between  bankers  and  brokers  who  arc  the 
interracdiato  agents  in  this  business,  govern  the  rate  of  ex- 
change. The  standard  of  coinage  in  each  is  the  basis  of  the 
rate  of  exchange  between  any  two  countries.  Between  Great 
Britain  and  the  United  States  this  basis  is  the  quantity  of  pure 
goM  which,  in  Great  Britain,  is  the  equivalent  of  the  pound 
sterling — the  unit  of  the  money  of  account  there,  and  the  quan- 
tity of  pure  gold  which  hero  is  tho  equivalent  of  our  dollar  of 
account ;  or,  taking  our  dollar  coin  and  the  British  sovereign  as 
the  points  of  comparison,  what  is  the  price  or  vabie  of  each  ex- 
pressed in  the  money  of  account  of  the  other.  If,  for  instance, 
our  dollar  is  worth  four  shillings  and  two  pence  in  England, 
and  a  sovereign  is  worth  four  dollars  and  eighty-one  cents  here, 
the  rate  of  exchange  will  be  founded  on  this  comparison,  and 
wiU  depend  for  its  fluctuations  upon  the  supply  of  bills  and  the 
demand  for  them,  and  upon  such  other  influences  as  affect  the 
price  of  exchange.  A  debt  in  England,  although  the  debtor, 
lives  here,  is  e]q»ressed  there  in  pounds,  shillings  and  pence, 
the  English  money  of  acoonnt.  Bills  on  England  are  expressed 
in  English  money  of  aeeoont,  and  most  produce,  when  paid. 
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the  amount  thus  expressed ;  they  are,  however,  boiig]it  and  sold 
hero  at  rates  expressed  in  our  money  of  account.* 

What  has  been  said  of  the  trade  between  one  country  and 
another,  for  the  sake  of  distinctness,  is  equally  applicable  to  the 
whole  foreign  commerce  of  any  nation.  For  by  the  same  pro- 
cess of  exchange — of  buying  bills  and  selling  bills;  of  receiving 
the  proceeds  of  bills  remitted,  and  paying  the  amount  of  bills 
drawn  —  the  exports  of  one  nation  to  all  other  nations  are  used 
to  pay  for  the  imports  of  that  nation  from  all  others.  As  the 
number  increases,  the  complication  increases;  bat  the  object — ^tho 
principle  is  the  same^  and  the  processes  hare  onlj  become  more 
complex.  We  can  readily  comprehend  how  the  porchaser  of 
exchange  npon  one  country  may  extend  his  bosiness  to  the  pmv 
chase  of.  bills  upon  anoUier,  or  more  countries,  or  upon  all 
countries.  The  business  of  the  dealer  in  exchange  being  thus 
extended,  he  becomes  a  seller  of  all  that  he  buys.  In  this 
country  this  dealer  may  purchase  bills  on  all  parts  of  Europe, 
and  establish  a  correspondence  in  every  city ;  or  he  may  remit 
his  bflls  to  one  house  in  London,  and  supply  his  customers  with 
bills  on  London,  which  make  a  good  remittance  to  all  other 
places ;  or  he  may  establish  a  house  or  correspondence  in  Paris, 
Havre,  Hamburg,  and  Amsterdam,  and  draw  npon  all  these  or 
more  points.  The  mode  of  adjusting  all  the  payments  of  the 
foreign  trade  is  that  whicli  all  the  parties  concerned  adopt  as 
the  most  ccouomical,  rapid  and  convenient.  Someiiuic^  payments 


'  The  mode  of  quoting  exchange  on  England  has  absurdly  continued  the 
tame  rioee  the  aet  of  Congress  of  March  2d,  1799,  regulating  the  collection 
of  datiei,  vbidli  th«n  fixed  the  ptoportfon  betwoon  the  ponnd  iterliiig  and 
the  dollar  at  $4.44  to  £1.  This,  by  varioua  changes  in  the  coinage  of  the 
two  OOODtrres,  is  now  .$4.84-5  to  £1 ;  but  the  mode  of  stiting  the  rate  of 
exchangi)  continues  to  be  the  same,  and  quotes  the  bill  for  ClOOO,  which 
sella  for  at       per  cent,  above  par.    This  sbowb  how  persevcringly 

men  of  business  adhere  tu  their  modes  of  computation  and  expressing 
prioM,  bat  in  no  way  aftott  Iho  foal  ptioe  of  oxobaogo.  Thit  absurd  out* 
ton  shoald  be  ebandonsd,  m  it  adds  to  coipiioalionB,  and  tends  to  yi^* 
Tent  the  nniiutiated  from  oonpfohondiog  a  mitijeot  whioh  ia  of  inHita< 
to  aU. 
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between  particular  places  are  settled  in  one  way,  and  sometimes 
in  another.    lie  who  owes  a  debt  in  Amsterdam  may  remit  a 
bill  on  London,  or  Ilanibur;.',  or  Havre,  or  direct  us  special  in- 
formation or  circumstances  may  dictate ;  or  a  remittance  may 
pass  thronglL  several  hands  before  it  reaches  its  destination. 
The  old  worlu  on  exchange  are  full  of  minute  and  curious 
expositions  on  the  subject  of  eircuitous  exchange.^    They  re- 
garded skill  in  this  art  as  the  merchant's  highest  attainment. 
Its  whole  scope  was,  however,  in  not  a  few  respects,  better 
understood  centuries  ago  than  at  the  present  time.  Foreign 
exchange  was  then  comparativelj  of  more  importance  than  at 
this  day,  when  the  progress  of  domestic  industry  has  magnified 
the  home  trade  of  civilized  countries  vastly  beyond  the  foreign 
in  valne  and  importance.   The  business  of  the  foreign  Exchange 
is  merged  now  in  other  vast  transactions,  and  in  this  way  it  may 
not  enjoy  some  foollities  formerly  acoorded  to  it ;  and  it  doea 
not  stand  out  so  consjucuonsly  as  one  of  the  great  processes  of 
commerce.  We  have  bnt  to  revert  to  the  mode  in  which  biUs  of 
exchange  were  paid  at  the  fairs  of  Lyons,'  and  other  cities  and 
oommeroial  marts,  to  be  made  fully  sensible  how  well  the  subject 
of  exchange  was  understood  in  past  ages,  and  how  skilfully 
the  mode  of  adjustment  was  then  adapted  to  the  requirements  of 
commerce.  At  Novi  and  Flacentia,  in  Italy,  for  a  long  peiiod 
previous  to  the  eighteenth  century,  multitudes  of  merchants  con- 
grcgated  every  three  months,  for  the  mere  purpose  of  liquidating 
debts;  very  little  trade  was  carried  on  at  the  fairs  held  in 
those  places^  thougbvast  sums  were  daUy  discharged  by  the  pro- 
cess of  set-off.' 

Merged,  however,  as  exchange  operations  are  in  a  mass  of 
g^at  financial,  banking  and  commercial  transactions,  they  may 
be  separated  and  brought  very  distinctly  under  survey  by  a 
little  attention  to  the  subject.    There  is  duu  to  every  country, 

*  A  oarious  dingrflm  may  be  SMO  fn  '*  Pdtttlethwaile's  Dietilonaty  of 
Commerce,''  illuftmliQg  the  resalts  of  clrcuHottt  and  oankplsx  operadons 

ia  foreif!:n  pxohanj^e.    Art.  "Exchange." 

As  uiay  be  seen  in  the  chapter  on  "  Fairs,"  in  this  volume. 

*  '*  Robert's  Map  of  Commerce/'  folio ;  London ;  ftt  "  Pkcentio," 
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from  all  others,  a  oertain  amoimt  in  the  aggregate ;  and  there  iB 
due  from  eaeh  oonntry  to  all  others,  in  the  aggregate,  a  certain 
sum.  Wbaterer  may  he  the  proeesses  or  the  oomplexitj  of  de- 
tails by  which  it  is  effected,  it  is  manifeet  that,  by  the  use  of 

bills  of  exchange,  the  amount  'which  is  owing  to  any  country  . 
may  be  applied  to  the  extinguishment  or  payment  of  the  debt 
due  by  that  country,  so  far  as  it  will  roach,  if  not  sulTieieut  to 
cover  the  whole.    The  object  is  the  same  as  in  the  direct  cx- 
chanrro  between  any  two  countries ;  it  is  that  the  merchants  of 
any  count ly  may  apply  the  debts  due  to  them  to  payment  of 
the  debts  due  by  tliom.    This  is  the  same  operation  which  is 
eflected  among  individuals  by  the  working  of  bank  deposits,  or 
the  circulation  of  bank-notes;  or  among  the  separate  districts 
of  the  same  countries  by  the  accounts  of  Itanks  with  each  other, 
or  by  the  mutual  accounts  and  correspondence  of  dealers  in  do- 
mestic exchange.    The  operation  to  be  performed,  in  paying 
foreign  debts,  may  be  readily  eonijirehciided  by  supposing  that 
each  country  should  send  a  statement  of  its  claims  upon  all 
others  to  a  common  place  of  adjustment.    From  all  these  state- 
ments a  balance-sheet  could  be  framed,  showing  at  one  view  the 
debts  and  credits  of  each,  and  the  balances,  favorable  or  nnfap 
Torable,  of  each.    The  whole  snm  of  the  indebtedness,  except 
these  balances,  ooald  of  course  be  discharged  upon  tluB 
halance-sheet.  As  no  such  place  of  adjustment  exists,  whatever 
mode  of  payment  comes  nearest  to  this  simple  plan  is  likely  to 
be  the  most  convenient  and  economical.   Bills  of  exchange  are 
certificates  or  evidences  of  debt,  which  fall  into  the  hands  of 
dealers  in  exchange ;  and  their  offices,  boohi^  of  account  and 
mntnal  correspondence  thronghont  the  irorld,  are  iti  the  place 
of  a  clearing  house  or  office  common  to  all.   If  all  these  pay- 
ments conld  he  concentrated  in  one  office,  the  whole  extent  of 
the  business  ivonld  be  at  once  perceived  and  appreciated ;  the 
amount  of  the  balances  to  be  provided  for  wodd  be  at  once 
ascertained ;  and  measures  ibr  payment  in  the  most  advanta^ 
geous  mode  could  be  adopted.   A»  the  irork  of  adjustment  nov 
proceeds,  however,  in  a  detached  manner,  by  the  drawing  and 
circulation  of  bills  of  exd^ange,  it  remains  long  in  doubt  how  the 
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balancos  will  result ;  and  exchange  fluctuates  in  price,  because 
no  one  can  tell  what  the  supply  will  be  in  comparison  with  the 
demand.  This  fluctuation  in  the  price  of  bills  is  a  real  obstacle 
to  the  progress  of  a^ustmeat;  but  it  is  an  obstacle  not  neces- 
Wtilj  belonging  to  the  process  of  payment.  It  arises  from 
^;;norsiice  of  facts  which  are  accessible;  from  the  want  of  infor- 
mation which  is  attainable  by  proper  legislation.  The  mere 
advance  in  the  price  of  exchange  arising  from  over-importation, 
and  a  consequent  short  supply  of  bills,  is  no  evil»  bat  a  whole- 
some regulator  of  trade.  It  is  a  check  upon  07er-trading,  a 
damper  upon  speculation^  and  thus  a  benefit  to  commerce) 
although  it  interposes  a  difficulty  in  such  payment.  Every 
means  should  be  used  to  avoid  fluctuations  arising  from  uneer- 
tamty,  from  want  of  correct  infonnation — not  those  which  pro- 
ceed from  the  greater  or  less  demand  or  supply  of  bills. 

The  use  of  bills  admits  an  interchange  of  commodities  to  tha 
extent  of  the  productive  power  of  nations :  the  only  limitation 
Is,  that  the  interchange  must  be  equal.  The  goods  of  one  must 
pay  for  the  goods  of  the  other ;  and  so  long  as  this  equality  is 
rc<;arded,  no  di|lculty  can  occur  in  the  payment.  When  the 
equality  Is  violated,  and  other  payment  is  required  than  in  the 
usual  commodities,  then  difficulty  arises,  which  will  be  extreme  in 
proportion  as  the  inequality  i^  ^reat.  The  efficiency  of  bills  for 
this  mode  of  setting  off  debts  has  been  found  ample  for  almost 
every  exigency  of  trade ;  they  circulate  over  the  widest  extent 
of  territory,  and  from  one  nation  to  another,  and  thus  save  all 
necessity  for  a  general  congregation  of  merchants.  The  great 
system  of  payments,  by  which  the  exports  and  imports  of  a 
nation  are  balanced  against  each  other,  goes  uu  thoroughly 
among  merchants  widely  scattered,  without  personal  communi- 
cation, and  without  their  appreciating  the  magnitude  of  tho 
transaction  of  which  their  individual  concerns  form  a  part. 

The  examination  of  tables  of  exports  and  imports  of  the  prin- 
cipal commercial  countries  will  reveal  at  a  glance  how  tho 
mutual  accounts  are  balanced  by  the  paper  process,  and  to  what 
a  small  amount,  comparatively,  is  the  aid  of  the  precious  metals 
brought  in  requi^itioa.    It  is  true  that,  in  the  course  of  this 
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adjustment,  in  wliich  such  mnltitiides  Mattered  oyer  a  vast  space 
are  eonoemed,  many  diiBcolties  arise  froin  the  Tarying  moneys 
of  acconnt,  and  regulations  of  the  mints,  in  those  countries  in 
which  the  goods  are  valued,  from  the  monopolizing  operations 
of  great  capitalists,  from  a  spirit  of  speculation,  from  a  general 
want  of  confidence,  from  the  condition  of  the  currency  in  the 
countries  engaged  in  the*commerce,  and  from  a  great  variety  of 
other  causes ;  but  these  impediments  are  merely  the  friction  of  the 
machinery  which  continues  to  accomplish  the  payments  of  trade. 
The  fluctuations  in  the  price  of  bills  of  exchange  thus  employed 
as  instruments  of  adjustment,  which  attract  so  much  attention, 
and  are  so  important  to  certain  classes  of  merchants,  are  of 
small  consequence  comparatively;  for  when  bills  are  above  par, 
the  exporter  reaps  the  profit ;  and  wlicn  below  par,  the  importer 
who  is  the  purchaser  enjoys  the  advantage.  At  least  this  is 
true,  except  so  far  as  foreigners  have  not  usurped  the  business 
of  importation. 

The  great  law  of  trade  upon  which  exchange  is  based,  is  an 
equivalent  exchange  of  commodities :  where  this  fails,  exchange 
ceases.  Where  the  debts  are  equal,  the  operations  of  exehange 
will  balance  them :  where  the  equality  ceases  exchange  stops, 
except  so  far  as  it  may  be  prolonged  upon  the  credit  of  those 
who  deal  in  it,  and  a  farther  transfer  of  oommoditiea,  or  of 
money,  must  take  place. 

I  3.  Fallacy  of  regarding  foreign  exehange  as  a  criterion  of  domestic  cur- 
ftmeif -^Foreign  exchange  is  timply  the  jgroem  of  pai/ing  and  rtedmng 
ddU  offordgniradt—'l^mtadiinm  «mifSoi/ti  hat  Hapmper  agency — 8a 

with  the  paymenis  of  domestic  trade  —  Nieither  should  giiide  nor  conirei 
•    ilie  other —  The  jyifjmenfs  as  distinrt  as  the  trade  to  which  they  belong 
.  Long-cowUmed  adneret  foreign  exduu^  qf  AxMriean  atlonies,  and  He 

resuUe, 

Among  the  fallaoies  which  hare  preraikd  at  Tarioos  times  in 
regard  to  foreign  exehange,  one  of  the  most  abnard  and  most 
dMgerooB  has  been,  that  the  rate  of  fearngn  exohange  famishes 
a  trne  criterion  of  the  talae  and  qoantHy  of  the  interior  oar> 
renoy.   It  is,  perhaps,  not  so  diffienlt  to  ima^e  how  snch  a 
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notion  onginated,  as  is  to  tell  why  it  has  so  long  maintained 
its  sway  oyer  intelligent  minds ;  for  it  is  still  defended  by  statoo- 
men  and  authors  of  hif^  standing  in  Great  Britain.  These  go 
so  fsr  as  to  oontend  that  the  foreign  OKohange  is  the  true  regor 
lator  of  the  onrrenoy  of  a  oonntiy;  that  money  or  ennrannj 
should  be  plen^  or  searoe,  as  exchange  rules  low  or  high.'  This 
is  not  merely  wron^  but  it  may  be  aslerted  that  a  more  nnsafo 
and  delusiye  guide  for  the  regvlatton  of  a  paper  cnrrenoy  oannot 
be  found.  The  foot  that  an  exportation  of  specie  consequent  upon 
an  adrerse  exchange  produces  a  contraction  of  currency,  and 
other  misehie&»  does  not  prove  the  rate  of  the  exchange  to  be  the 
rule  of  currency.  The  exchange  is  simply  the  adynstment,  by  bills 
of  exchange,  of  the  payments  arising  oat  of  the  foreign  trade^ 
which  in  muny  countries  does,  not  reach  1  per  cent,  of  the  home 
trade,  and  in  none  does  it  reach  more  than  10  or  12  per  cent  !Die 
payments  of  the  foreign  and  domestic  trade  are  to  be  made  by 
those  engaged  in  each;  and  they  are  wholly  distinct:  the  pay- 
ments of  tho  foreign  trade  may  be  larger  or  less,  but  each  must 
be  provided  for  according  to  its  demands.  Over-trading  in  the 
Lome  trade  produces  a  high  rate  of  interest ;  over-trading  iu 
imports  produces  a  liigli  rate  of  exchange.  Tlic  operation  of 
adju-stmcnt  by  lulls  is  iimcli  more  cflcL'tive,  because  more  concen- 
trated, in  tlio  foreign  trade  than  in  tiic  domestic ;  so  far  as  they 
are  equivalent,  it  is  setting  oflf  the  goods  exj)orted  against  those 
imported,  thereby  effecting  an  immense  saving  of  money  in 
the  mode  of  payment,  none  being  used  except  to  discharge 
balances.  The  dealers  in  exchange  may  be  said  to  be  book- 
keepers  of  tlic  foreign  trade,  wlio  charge  tlie  goods  exported, 
and  credit  those  imported,  and  only  pay  or  demand  money  upon 
the  balances  for  or  against  their  own  country.  In  payinj;  these 
balances  only  is  gold  or  silver  used.  In  the  home  trade  the 
domestic  currency  is  largely  used,  because  this  trade  is  more  sub- 
divided-, more  mingled  with  the  retail ;  because  no  arrangement 
for  payment  by  domestic  bills  of  exchange  &nd  promissory  notes 
lias  erer  been  devised  so  comprehendTe,  and  yet  so  siniple^  aa 


<  loneo's  Letter  to  Toolu^  im,  page  20. 
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the  payments  by  foreign  exchange;  and  fineOy^  beeme  the 
home  trade  is  of  ten  times  the  magnitude  ef  the  foreign.  Ta 
eany  on  the  home  trade  with  advantage^  a  large  amount  of  ear- 
reaej  is  required ;  and  bank-notes,  and  the  working  of  bank 
deposits,  have  been  fonnd  Ter  j  effeetiTe,  eoonoraioal  and  eonve- 
nient.  Thej  are  so  readily  adapted  to  all  the  requirements  of 
business,  that  they  save  a  resort  to  many  otherwise  necessary 
expedients.  The  payments  in  this  home  trade  are  thus  distinct 
from  those  of  the  foreiji^n ;  there  is  no  propriety  in  blending 
them,  and  still  loss  in  making  them  dependant  ujton  each  other, 
or  in  giving  one  control  over  the  other.  There  is  no  necessity 
that  confusion  or  truu])lc  in  the  one  should  produce  like  results 
in  the  other.  General  causes  may  operate  alike  on  hoth;  hut 
■what  ppeciallv^  disturbs  tlic  payments  of  the  merchant  engaged 
in  foreign  trade  should  not  necessarily  disturb  the  pnyments  of 
the  domestic  trader,  as  each  class  must  pay  its  own  debts  by 
that  mode  of  adjustment  which  is  most  approved.  In  all  this 
we  refer  not  to  the  ability  to  meet  engagements,  but  to  the 
mere  machinery  of  payment ;  and  wo  mean  that  derangement 
in  the  macliiiierY  of  payment  used  in  the  foroi;,^n  trade  should 
not,  and  does  not,  necessarily  derange  the  payments  of  domestic 
trade,  unless  some  unwise  and  needless  connection  is  established 
.between  them.  If  the  importing  merchants  of  the  country 
haye^  therefore,  in  competition  with  foreigners,  imported  too 
many  goods,  and  they  find  a  short  supply  of  foreign  bills  to 
make  their  foreign  remittances,  that  famishes  no  sound  reason 
why  the  merchants  and  mannfaoturers  of  the  interior  should  be 
embarrassed  in  their  business,  or  why  they  should  not  be  sup* 
plied  with  the  regular  quantity  of  domestie  onrreney  which  that 
boslness  reqnires*  If  the  importing  merehants  find  themselTes 
under  the  necessity  of  taking  specie  from  the  banks  to  complete 
their  payments,  that  should  not  abridge  the  fiMsilities  of  the 
domestic  merchant. 

How,  then,  has  it  become  a  doctrine,  that  the  supply  of 
domestic  currency  should  be  regulated  hj  the  state  of  foreign 
exchange— a  doctrine  about  as  well-fbunded,  as  that  our  sup- 
ply of  beef  at  home  should  be  determiiMd  by  our  supply  of 
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pepper  from  abroad?    TfatB  strange  and  erroneonB  opinion 
sprung  from  anotlier  doctrine  not  less  false,  but  more  plausible ; 
that  foreign  endumge  is  a  true  index  (not  of  tbe  price,  for 
ihat  would  be  true,  bat)  of  the  Tslne  of  money.   Those  hold- 
ing this  opinion  seem  to  Honk  ihat  whatever  Talne  or  price  we 
may  place  upon  our  domestic  currency,  be  that  what  it  may,  it 
is  brought  to  an  unerring  test  when  it  comes  to  be  applied  to 
the  purchase  of  a  foreign  bill :  that  is,  when  we  wish  to  place  a 
sum  of  money  in  a  foroi^ni  country,  "wc  niu.st  necessarily  insti- 
tute a  strict  comparison  between  our  domestic  currency  and  the 
money  of  the  country  to  wliicli  remittance  is  to  be  made.  This 
is  clearly  a  mistake,  when  laid  down  as  a  general  rule ;  so,  also, 
is  an  opinion  frequently  stated  in  connection  with  it,  that  the 
rate  of  exchange  is  governed  by  the  plenty  or  scarcity  of 
money.    No  doubt  the  supply  of  money  has  its  influence  on 
foreign  exchange ;  and  if  all  other  influences  were  removed, 
the  rate  would  depend  on  the  money  market.    But  that  which 
completely  destroys  both  these  doctrines  is,  that  the  rate  of 
foreign  exchange  depends  mainly  on  the  supply  of  bills,  and  the 
demand  for  them.^    This  supply  depends  on  the  amount  of 
goods  exported,  and  the  amount  to  be  remitted  for  goods  im- 
ported.   These  are  main  elements  of  the  rate  of  exchange. 
The  quantity  of  goods  exported  depends  on  the  state  of  the 
marketo  throu|^ut  the  world,  and  the  special  intelligence, 
entecprise  and  activity  of  those  engaged  in  that  trade;  the 
amount  of  goods  imported  depends  on  similar  considerations. 
If  large  exports  make  bills  plenty,  they  must  be  sold  at  a  dis- 
count ;  if  large  imports  make  hills  in  great  demand,  they  must 
sell  at  a  premimn.   It  is  the  price  of  the  bill,  the  paper  instru- 
ment of  exchange,  whioh  fluctuates  in  propordon  to  the  supply 
and  demand;  these  variations  do  not  indicate  the  value  of 
money,  or  its  scarcity  or  plenty;  but  they  mark  tiie  current 
price  of  the  article  of  remittance.'  It  is  the  bill  of  exchange 
whieh,  in  thcM  eases,  is  bought  and  sold,  and  not  the  money. 
But  tiiis  ceases  to  be  the  case  when  the  price  of  bills  becomes 

*  "Blake  on  Bsehaiig»/'  pi«e  91.  •  Ibid,  pag^  32»  33, 60. 
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BO  enhanced,  that  the  buyers  turn  their  attention  from  the  pnr- 
chase  of  bills  to  the  purchase  of  coin  or  bullion.  These  be- 
eominir,  then,  the  special  article  in  demand,  at  once  rise  in 
price  ;  and  whilst  under  this  influence,  vary  in  their  market 
value  according;  to  the  intensity  of  t)ie  demand.  Of  course  the 
intrinsic  value  of  the  precious  nietal.s  undcri^oes  no  change  cor- 
responding with  these  variations.  The  influence  and  effect  are 
Special  and  locaL  It  is  woU  known  to  experienced  merchants 
thaty  under  the  operation  of  a  continued  demand  for  the  pre* 
etons  metald  for  remittance,  they  niay  reach  a  very  high  price 
in  countries  where  there  is  no  access  to  banks  compelled  to 
deliver  them  at  par.  The  only  check,  if  the  demand  continues, 
is  the  flowing  in  of  the  precious  metals  for  the  benefit  of  the 
high  price.  It  is  often  said  that  exchange  cannot  rise  hi^er 
than  the  cost  of  remitting  the  epeoie ;  but  this  is  not  true,  as  a 
general  role,  except  where  there  are  banks  bound  to  furnish 
specie  on  demand.  This  opinion  only  took  root  in  England 
after  the  establishment  of  the  Bank  of  England. 

In  many  cases,  where  the  effect  of  a  continued  demand  for 
the  precious  metals  for  exportation  has  been  most  remarkable  in 
its  influence  upon  this  price,  the  operation  has  been  masked  by 
the  destruction  of  the  money  of  account.  Our  commercial  his- 
tory, previous  to  the  separation  from  Great  Britain,  affords 
many  apt  illustrations.*  A  long-continued  advefse  eocohange 
caused  gold  and  silver  to  be  in  such  oonstaat  demand  for  export 
to  England,  that  the  prioe  of  exchange,  and  o£  coins  or  bullion, 
ranged  for  a  long  time,  and  in  many  places,  from  £1S8  to  £175 
currency  for  JSlOO  sterling.  This  enormous  rato  was  the  efiStot 
of  a  continued  un&vorable  exchange.  Other  causes  operated 
simultaneously,  in  some  of  the  colonies,  to  break  np  the  money 
of  account^  or  establish  a  depreciation  of  the  colonial  currency. 
These  were  chit  Hy  the  abuse  of  paper  issues :  thus,  in  Massa- 
chusetts, the  price  of  exchanire  reached  £1100  for  £100;  in 
Rhode  Islaud,  X-UOO  fur  XiUU ;  and  in  JSoutk  Carolina,  £700 

•  "ilajs'  Negotiator/'  p.  221.  "Americao  Negotiator,"  vol.  if.  "Pge« 
tiethwaite's  Grauaw^  Diotionary/'  Art  Oarrencff 
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for  JSIOO.  The  price  of  the  Spftiusli  dollar  in  MaesachiuettSy 
m  1749,  was  sixty  shiUings ;  the  sterling  price  irss  foar  shil- 
lings and  eight  pence.  It  was  not  these  yast  flactuations  which 
produced  the  results  we  are  ahont  to  notice,  as  they  were  so 
rapid  and  extraordinary  as  to  require  and  to  receive  legblative 
correction.  But  the  unfarorahle  exchange  and  hl^^li  price  of 
the  precious  metals  which  prevailed  extensively  and  endured 
for  a  period  of  more  than  half  a  century,  finally  hroke  up 
and  changed  the  money  in  which  all  men  reckoned  and  kept 
iheir  accounts.  We  do  not  say  that  this  was  a  necessary  or 
proper  result,  hut  that  it  was  inevitahle,  unless  the  theory  of 
money  was  better  understood,  or  counteracting  measures  were 
adopted.  When  men  vcre  first  ofiered  an  advance  for  coins 
—  that  is,  when  five  shillings  began  to  be  ofTcrcd  fur  the  d  liar, 
that  Avas  worth  only  four  shillings  aiul  eight  pence  in  England — 
they  would  readily  sec  that  this  was  an  advance  in  the  price  of 
coins ;  and  it  would  be  equally  clear,  as  the  price  advanced 
gradually  to  seven  shillings  for  the  dollar.  But  when  this  price 
remained  almost  stationary  for  half  a  century,  the  general 
prices  of  the  country  would  become  fixed  or  arranged  on  the 
depreciated  scale.  For  a  long  time  it  might  be  tliat  prices 
would  be  quoted  in  both  ways  ;  that  is,  for  specie  and  for  cur- 
rency. And  so,  in  fact,  they  were  in  every  colony  ;  and  every 
purchaser  ha  1  it  in  his  selection  to  pay  in  specie,  in  currency, 
or  in  articles  of  trade  ;  and  the  price  was  accordini];  to  the  pay- 
ment.' By  degrees  the  original  price  of  the  dollar  was  lost 
sight  of  in  all  the  dealings  in  the  colonies ;  the  high  price  at 
first  known  to  be  the  result  of  special  demand  for  exportation, 
or  of  a  high  exchange,  from  long  habit  came  to  be  regarded  as 
the  regular  price ;  and  the  general  range  of  the  rates  of  commo> 
dities  being  more  commonly  quoted  in  the  depreciated  scale, 
the  latter  became  established  in  all  minds  as  the  money  of 
account.  The  change  of  the  money  of  account,  or  scale  of 
reckoning,  would  be  thus  complete.  It  was  hy  Uiis  process  that 
the  pound,  shillmg  and  penny  sterling  became  so  changed,  that 

*'*Fel('«  JdMMchaMtta  Cttinnoj,"  page  64. 
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the  dollars  worth  from  four  BhiUings  fix  penoe  to  four  ahilliiigs 
eight  penoe,  came  to  be  rated  in  the  edlonies  at  biz  BhiUingB, 
seTen  shilliDgs  six  pence,  and  eight  shillings.  Thus,  in  Virgiiua» 
in  Pennsylvania,  and  in  New  York,  a  separate  and  diflTerent 
scale  of  reckoning  was  adopted:  in  the  first  9dTVs>  ^ 
second  ^  i^iA*  bocame  the  equivalent  of 

the  respective  poonds  or  units  of  the  respective  moneys  of 
account;  and  the  prices  of  all  the  eommodities  of  trade  were 
adjusted  and  expressed  in  these  several  moneys  of  account,  in 
proportion  to  the  value  expressed  by  these  units. 

The  rate  of  exchange  is,  then,  strictly  applicable  to  bills  of  ex- 
change, and  only  expresses  the  price  of  theae  commercial  instru- 
ments of  adjustment  and  remittance;  when  ooin  or  bullion  become 
the  cheaper  remittance  the  rate  expresses  their  local  price. 
Foreign  exchange  is  no  criterion,  either  of  the  value  of  money, 
or  of  its  scarcity  or  abundance.  If  money  is  plenty,  when  bills 
arc  in  demand,  the  rate  of  exchange  may  go  higher ;  if  scarce, 
it  may  restrict  the  exchange  to  a  lo\ver  point  tliau  it  would 
reach  in  a  more  easy  money  market.  The  whole  operation  of 
foreign  exchange,  so  far  as  it  belongs  to  commerce,  is  an  afTair 
of  the  foreign  morcliauts :  it  arises  out  of  their  business,  it  is  an 
ccoiinmlcal  expedient  to  effect  their  payments,  and  is  governed 
in  its  moveineDt  by  the  varying  amount  of  these  payments. 
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Ihrtign  exchange  in  Us  relaUont  toith  our  hanks  —  Thf  expori  of  specie,  and 
(he  contraction  of  our  currenci/  —  Besiihnt  ajcnts  of  foreign  tuerrhaiifs 
and  maniifaclnrcrSf  and  tlwr  injluence  on  our  J'oreiyn  exciianyt  and 
domestic  currency. 

Tn  foot  tliftt,  in  OvMt  BriUin  fend  in  tbe  United  States,  th«  etportation 
of  gold  produoM  aooBtraoUou  of  the  respeoiiTe  currencies,  \rhiah,  if  (son- 
tiaued,  resalts  in  a  commercial  crisis,  is,  as  wc  shall  see  hereafter,  a  cnnso- 
quence  of  tho  fipccial  constitution  of  our  respective  banking;  system?.  In 
Bocuring  the  solidity  of  our  banks,  and  the  convertibility  of  our  paper  cur- 
rency, we  have  placed  them  under  the  necessity  of  furnishing  to  the  buyers 
of  fbrmipi  ozohange  coins  or  bullion  at  imu*,  wheneror  it  beoomei  their  in- 
ttfeet  to  dtuMid  then.  It  heeouee  their  intereet  to  make  sooh  demand 
afcer  eTery  ezoeeaiTO  movement  in  their  boeineee.  They  are  chiefij 
foreigners,  and  are  the  more  apt  to  over-trade,  and  over-stock  our  markets 
■with  foreign  goods,  bemuse  they  are  iniporfocth'  acquainted  with  the  wants 
of  the  people,  and  the  state  of  our  market?.  Besides,  they  are  frequently 
forced  to  flood  our  markets,  because  their  onvn  are  already  filled  or  broken 
downt  and  tiiey  prefer  to  make  forced  Balea»  when  they  are  to  be  made, 
among  oe,  to  making  them  at  home.  All  oaeh  operatioaa,  bofrever,  muet 
create  an  extraordinary  demand  for  bills  of  exohaoge,  a  rise  in  their  price, 
and  a  conFoqupnt  iloniand  fur  thf'  prrcious  metal",  ^^bioh  the  banks  are 
called  upon  to  supply.  Every  holder  of  gold  and  silvor,  in  such  Cii!«e<<,  is 
permitted  to  ask  the  highest  rate  he  can  obtain  for  them  ;  but  the  banks 
eannot  adwanoe  tbe  price,  and  must  furnish  all  that  is  required,  at  tbe  risk 
of  Toio.  To  eave  themtelvee  in  anoh  emergenoiee,  they  most  cnrlait  their 
faeilitiea  to  the  domeetio  trade,  nntil  intereet  among  domeetic  tradele  rises 
three  or  four  hundred  per  cent.,  and  the  fidl  of  prices  ha.<i  'nfl:  tod  t:p?n 
the  country  suffering  it  a  loss  of  perhaps  ton  tini*^"  tho  whole  vahip  >  f  t!it» 
over-iraportation  which  caused  it.  If  no  other  fault  cx'usted  in  our  pre.-?eiit 
banking  system  than  thib,  not  a  moment  siiouid  be  loat  in  finding  a  remedy. 
But  BO  false  are  some  of  the  opinions  oatertained  by  writers  and  public 
men  of  high  standing,  both  in  the  United  States  and  in  Oreat  Britain,  that 
they  regard  every  evil  arising  from  the  working  of  the  foreign  ezobange  US 
inevitable.  They  may  be  considered  as  looking  at  tbe  fluetoations  of  ex- 
change.^;  as  they  do  at  the  changes  of  the  weatlier  and  the  seasons.  They 
must  be  encountered  and  endured,  and  all  we  can  do,  as  they  think,  in  de- 
fence is  to  look  to  our  clothiug  uud  uur  shelter.    They  regard  the  fall  in 
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prifos  consequent  npon  the  contrnrtion  of  the  fnoilities  of  the  home  trade, 
although  inflii^tinrr  ?i 'r,?**  oquiil  Ui  n]\  thp  cpmio  in  the  country,  as  df«irahlo, 
because  tin-  low  jirin'  (jf^iuMis  may  t''!!i]^t  tiio  o:«portors  of  the  coin  to  send 
commodities  oi  trade.  ii»ey  knowot  but  two  ways  of  jirotecting  the  banks 
from  tb«  extraordhmy  dMUUidft  of  importing  merchants:  the  one  is  to 
nuilce  the  pafMV-aoiiey  iitod  ohiety  by  «h«  doneetio  trader  exeeerively 
■eeree  ;  and  tiie  other,  to  cease  a  general  fall  ia  prioes  eoflieient  to  caase 
an  increnRed  exportation  of  jgoods.  If  thin  is  not  Ml  eaormtty  of  mischief 
nnd  absurdity,  it  will  be  needless  to  Peck  for  onp.  It  is  crnshinj;  a  hnnfJrod 
thousand  to  save  a  hundred  ;  it  is  crushins;  industry  to  Rave  commerce  ;  it 
is  crushing  him  tuut  makes,  to  save  him  that  carries ;  it  is  levying  ten  per 
oent.  on  three  thoaeand  ailUone  ef  home  prodaote,  to  eave  the  importers 
from  paying  ten  per  eent  on  three  hundred  milKone  ef  fbteign  pwdnets; 
saorifioiog  the  value  of  300  millions,  and  ruining  thonsands  of  men,  to  save 
a  few  scores  of  importinrr  mcrchnntfl  the  disadvantage  of  a  high  rate  of  ex- 
change. It  is  in  Kogland  that  the  ofiiiiions  we  controvert  are  most  fre- 
quently asserted  ;  the  act  of  1844,  in  rcl'erenco  to  the  Hank  of  England,  is 
cxprchsly  founded  upon  such  doctrines.  It  is  not  to  bo  supposed  they  will 
be  vithont  delendere  here,  and  that  onr  eonmeraial  le^lation  will  eeonpe 
the  ittflttoiee  of  abeordidee  enetatned  by  aneh  bi|^  authority. 

There  is  another  abaee  of  our  fereigp  exoheage  whioh  hae  pretailed  of 
late  years  upon  qoite  a  large  scale,  with  results  very  injurious  to  the  regular 
courtio  of  liusincso.  The  practice  originated  in  the  days  when  sailing 
packets  roquirod  an  averap;e  of  a  mouth  to  make  a  passage  to  Liverpool, 
and  before  steamers  and  telegraphs  had  lent  their  aid  to  commerce,  of 
drawing  bills  upon  European  eorreepondente  at  sixty  days,  without  in- 
terest This  praotioe,  like  tiiat  of  quoting  the  pound  aterling  at  $4.44» 
under  a  &wof  1799,  is  still  absurdly  continued.  Now,  when  themuls, 
and  paroek,  and  gold  itself,  go  to  Europe  in  from  ten  to  fifteen  days,  the 
continuance  of  this  Inn;^  oxchange  has  become  a  sourre  of  positive  mischief. 
All  who  are  acquaiuted  with  the  manner  in  which  the  importation  of 
foreign  goudd  is  conducted  in  the  United  States,  know  that  it  has,  in  n 
large  degree,  fallen  Into  the  hands  of  fereign  bonsee.  The  ad  vaiarem  sys- 
tem of  1846  has  eontribnted  nminly  to  this.  Thete  has  long  been  a  dispo- 
sition,  on  the  part  of  foreign  mMiafactarers,  mefiriiants  and  specnlaton,  to 
make  our  markets  the  receptacle  of  the  surplus  not  merely  of  foreign  pro- 
duction, but  of  uU  the  foroip^n  markets.  The  temptation  was  frrcat  on  two 
grounds,  our  people  were  extravagant  consumers,  and  by  sending  commo- 
dities here  they  saved  their  own  market  from  breaking  down.  When,  in  ad- 
dition to  this,  they  were  made,  by  the  od  valonm  appraisement,  the  valners 
of  their  own  goode,  they  had  the  etrangeel  indneements  to  sell  goods  here 
not  in  aetitre  demand  at  home.  Double  invoices  m^ctq  freely  used  and  tOB' 
dered,  not  only  to  merchants,  but  to  all  persons  bringing  ^ods  from  Europp. 
This  system,  however,  involved  some  risks,  and  occasional  serious  losses. 
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and  has  been  nearly  superseded  by  another  system  uf  evasion.  The  iurcign 
VUiifaotarer  now  tendt  here  %  olerk,  or  agent,  or  partner,  who  become* 
Ibrthwith  m  importiDg  mereluuit.  The  goods  to  bo  importtd  aro  iovoioed 
to  bin  at  coot*  witboak  maj  poijory,  or  otbor  tmt&am  of  law.  Tbo  goods 
ate  oold  in  oar  market  fbr  the  highest  price  whidi  can  be  obtained ;  and 
thp  vrhole  proceeds,  profits  and  all,  less  only  the  oxppnsps  of  the  agent,  are 
roiuittod  to  the  forcif^n  concern  in  specie,  or  by  bill,  acct>rding  to  the  state 
of  the  exchange.  This  system  invites  large  importations,  because  tb« 
foreign  mannfaetarer  it  rirtmlly  tbo  importar;  boreapa  att  tbo  proit»» 
and  lonign  labor  is  proportionaUy  onoonragsd.  It  bcingSi  also^  • 
aiiiob  more  ftrmidable  and  serioos  oompetitioa  against  our  mannfiio- 
turerSt  beoaaso  the  goods  brought  here  against  them  are  produced 
•where  watr^'s,  and  interest,  and  many  articles  of  raw  materials,  are  at 
half,  or  ]r>s  iluin  hnlf,  the  rates  prevailing  here.  The  sixty  d!\y  hills 
on  Europe  are  luuud  to  l>e  a  puwurful  incentive  to  this  auumaioud 
mode  of  importation.  Tbsse  (breign  agents,  clerks,  or  partners  beoomo 
sellers  of  bills  of  esehange.  For  tbie  purpose  the  forsiga  lioase  to  wbiob 
they  belong  bas  only  to  introdiioe  them  |Mropsrlj»  and  pay  promptly  tbe 
bills  thus  drawn.  In  this  way  these  houies  oan  raise  money  in  New 
York  to  any  extent  necessary,  not  only  for  the  payment  of  duties,  but  also 
to  be  remitted  in  the  shape  of  bills  purchased,  or  upecio,  to  their  establish- 
ments in  Europe,  to  assist  in  the  manufacture  of  good^i  to  be  seat  here.  If 
the  spscis  is  sent  over,  the  uss  of  tlie  money  is  thus  obtainsd  tat  some  fi>rtj 
days  without  interest  and  the  operation  may  be  repeated*  and  a  large 
aoeommodfttion  seenred:  they  find  it  easier  to  raise  money  in  tlie  New  York 
market,  where  interest  has  ruled  from  seven  to  ten  per  cent.|  than  in 
Europe,  where  it  has  ruled  from  throe  to  five  per  cent. 

We  have  reason  to  believe  that  this  process  baa  carried  —  and  if  no 
change  occurs  in  our  policy,  niu»t  continue  to  carry  —  large  quantities  of 
the  ptetnoos  metals  firom  the  United  States.  It  famishes  a  strong  modva 
to  remit  by  speeie»  instead  of  by  bilb  of  eiohangs ;  because  the  speoiOf 
when  it  arrires,  is  cash  in  hand,  and  not  a  bill  with  forty  days  to  ran. 
Thus  we  often  see  gold  shipped  in  largp  sums,  when  the  state  of  the  ex- 
change scarcely  seems  to  jnstify  it.  Those  foreign  houfies  are  so  many 
agencies  fi)r  drawiag  money  Iruni  the  United  States,  and  transmitting  it  to 
Buropo  to  aid  in  building  up  e^^tablishmeuts  there,  which,  without  this  help 
al  oar  expense,  have  more  than  power  enough  orer  oar  industry  and  our 
laborers.  Tbe  ellbot  is  to  raise  interest  here,  and  to  reduce  it  there ;  to 
distnrb  onr  earrenoy,  and  render  tb«r  own  mors  salb ;  to  make  oar  aaonej 
market  hard,  and  their  own  easy. 

Of  all  this,  it  is  not  difficult  to  sec  the  mischief,  the  injury  sustained  by 
our  industry,  and  by  our  currency  :  wh.it  is  the  advantage  ?  We  have  im- 
porting merchants  enough  to  secure  us  from  any  want  of  iureign  goods,  with- 
out this  ample  liesnes  to  fiireig^  booses,  maaofisetarsn,  and  merobants.  This 
nflox  of  fiirsign  agsndes  eomea  obisAy  firom  Flranos^  Qenaany,  and  Belpam. 
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CUAPTEB  IX. 

BANK-NOTES. 

The  facility  and  potoer  of  bank-noU$-^  Sime  disadoaniages  —  Ihvperly 
isaved  m  exchange  for  the  humeee  paper  of  indieidmU  Cemmii- 
hUity  not  the  hone  of  the  power  ^teidfc^iolef.  6Mf  a  «eetfr«^  againtt  abuut 
—  InadequQcy  a»  tueh  —  Dietindion  between  btuiw-ss  of  banks  and  the 

resirainf.t  imposed  upnn  them  —  Baiik-uotcs  a  inedium  by  iohv-h  the  com- 
modities  <>f  trade  pay  for  commoditie.-^ —  Great  dcmoiul  for  bank-uales  by 
ifie  debtors  of  tJu  banks,  ilu  cause  and  result  —  Bank-notes  represent  value 
'  of  artidee  of  tontumpUmi  in  dbannelf  of  trade— Boeewed  in  pai^mmi  for 
iheee  artielee  of  neeeeeify  ae  freely  as  epeeie —  Cireulaiicu  of  ^Heieney  in 
ihat  wty— Exchange  of  between  the  banka  operaiee  Wee  iiakdt^jyeporiion 
ofhamh^neiee  anjployeif  w  btmneta  deereating. 

Promis.^ouy  notes,  or  bills  of  exchange,  depend  for  their  effect 
in  circulation  aa  a  medium  of  payment,  upon  the  credit  of  the  parties 
— drawer?,  acceptors  and  indorsers — whose  names  are  attached. 
Unless  these  are  widely  kaown,  their  paper  cannot  have  a  large 
onronlntion,  as  senitinj  and  inqnifj  may  have  to  be  made  with 
regard  to  every  name.  This  is  a  serious  check  to  the  circulation 
of  sucli  paper.  The  credit  system  has  furnished)  in  the  shape 
of  bank-notes,  a  very  efficient  and  convenient  nic<llum  of  ex- 
change. A  bank  with  large  capital  and  good  credit  fomishes 
its.  own«notes  at  the  regular  rate  of  .interest^  in  exchange  for 
those  of  individoals.  The  bank-notes  being  of  oonvenient  deno-  • 
minations,  in  amounts  snited  to  the  ordinary  transactions  of 
business,  large  and  small,  are  at  once  not  only  more  available  in 
payments  than  promissory  notes  and  bills  of  exchange,  bat  more 
BO  than  ooins  of  silver  or  gold.  It  cannot  be  necessary  to  enlarge 
upon  the  facility  and  effidcnoy  of  bank-notes  as  a  medium  of 
payment.  It  is  hardly  possible  to  conomve  of  any  mediom  more 
easy  to  carry  or  circulate  as  a  substitate  for  money.   The  eab« 
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stitution  of  these  in  trade  for  promissory  notes,  or  bills  of  ez- 
clian^,  proved  from  the  first  an  immense  facility  in  business. 
Bat  as  bank-notes  are  attended  -with,  many  difficulties  in  regard 
to  hazard  of  robbery,  of  fire,  of  forgery,  and  insdvency  of 
banks,  they  do  not  furnish  a  satisfactory  medium  in  all  respects, 
and  leave  mnch  to  be  desired.  Whatever  facilities  there  may 
be  in  thdr  use,  so  many  are  the  obstacles  in  the  way  of  sbafMog 
an  adeqoate  banking  system,  so  much  difficulty  in  obtainuig 
proper  secorities  against  abases,  so  much  distrust  in  the  pablio 
mind  of  instttutions  having  the  important  power  of  issuing  their 
own  notes  to  be  circulated  and  received  as  money,  that  we 
refrain  here  from  entering  into  these  or  any  similar  topics.  Our 
object  now  is  only  to  explain  how  bank-notes  are  so  effective  as 
a  means  of  paypient,  and  how  the  substitution  of  the  notes  of 
,  banks  for  the  notes  of  individuals  operates.  We  assume,  then, 
for  the  present,  that  the  notes  are  issued  by  safe  banks  in  good 
credit,  and  doing  a  legitimate  business. 

The  proper,  safe  and  legitimate  business  of  a  bank  of  circula- 
tion is  to  issue  its  own  notes,  either  in  substitution  or  in  ex* 
change  for  commercial  paper,  such  as  the  promissory  notes  and 
bills  of  exchange  of  individuals.  These  may  not  be  sufficiently 
known ;  their  paper  is,  for  the  most  part,  of  unsuitablo'  form  and 
amounts,  indivisible,  and  otherwise  inconvenient  for  general  cir- 
culation. The  notes  of  a  bank,  on  the  other  hand,  are  well- 
known,  of  convenient  amount  and  form ;  the}'  are  divisible,  or 
at  least  obtainable  in  any  desired  denominations,  and  are  other- 
wise convenient  for  constant  use  in  payment  of  kir;j;e  or  .■-uuill 
sums.  They  not  only  pcrfona  all  the  functions  of  a  currency, 
or  circulating  medium,  which  the  iiidiviJual  commercial  paper, 
for  which  they  are  substituted,  could  perform,  but  niany  other 
purposes  which  it  could  not ;  they  become,  in  fact,  not  merely  a 
substitute  for  individual  paper,  but  for  money  itself.  It  is  this 
latter  (juality  which  makes  the  power  of  issue  so  dan<rerous  to 
tlie  public,  and  therefore  the  subject  of  so  much  caution  on  the 
part  of  public  authorities.  It  cannot  be  denied  that  the  jiower 
of  issuing  paper-money,  for  such  in  Qflect  is  bank-notes,  should 
not  be  conceded  without  extraordinary  safeguards  and  precau- 
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tions.  Among  these,  one  of  the  most  stringent  and  effective  k 
the  liability  of  -redeeming  all  their  issues  on  demand  in  gold  or 
silTer.  Even  this  has  not  proved  effectual,  nor  prevented  fre- 
qnent  abuse.  It  is  left  to  the  public  to  make  the  demand  or  not; 
if  made,  it  destroys  the  system ;  if  not  made,  abases  are  not 
only  possible,  but  continue  to  occur. 

But  whilst  it  is  almost  universally  conceded  that,  with  all  its 
imperfections,  the  restraint  of  specio  payments  is  the  most 
reliable  and  eflcctual  check  upon  banks  of  circulation,  it  must 
not  bo  regarded  as  the  basis  of  their  efficiency  or  use  fulness 
when  properly  conducted.  It  is  a  security  to  the  public  for 
their  good  behavior,  a  chock  upon  over-action,  not  a  power  to 
maintain  rnovements,  or  give  efficiency  to  movements  otlicrwiso 
useless.  Kor  twenty  years  and  more,  the  Bank  of  England  paid 
no  specie  fur  its  notes ;  and  the  question  which  arose  thereupon 
■was  not  whether  the  payments  of  England  were  not  eftectually 
made,  during  that  time,  in  the  notes  of  the  bank,  but  whether 
the  hank  had  not  abused  its  prlvileiie  by  issuing  too  many  notes. 
So  in  the  United  States,  during  the  suspension  of  specie  i)ay- 
mcnts,  tlie  trade  of  the  country  proceeded ;  and  bank-notes 
were  not  less  employed  in  current  payments,  than  when  redeem- 
able in  speoie.  The  validity  of  these  payments,  for  the  time 
being,  are  not  called  in  question ;  but  the  people  of  this  country 
have  never  been  satisfied  that  such  a  power  can  be  safely  com- 
mitted to  the  interested  hands  of  bank  directors.  The  continu- 
ance of  specie  payments  is  demanded  by  them  as  the  best  guar- 
antee vhieh  can  be  given  by  banks  of  circulation.  It  being 
importnnt  that  this  distinction  be  kept  in  mind  by  those  who 
mmld  understand  the  true  ground  of  the  success  of  banks  of 
cironlation,  as  one  of  the  great  devices  of  the  credit  system,  we 
have  placed  it  thus  broadly  before  the  reader.  Let  him  regard 
the  movements  of  the  real  business  of  the  bank  wholly  apart 
from  the  restraints  and  responsibilities  under  which  the  bank  is 
placed  to  keep  it  from  running  astray. 

We  recur,  then,  to  the  remark,  that  the  proper  business  of  a 
bank  of  circulation  is  to  issue  its  own  notes  in  place  of  the  actual 
bttdaess  paper  of  individuak.  For  the  latter  accommodation, 
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the  bank  charges  interest  the  same  ns  if  it  advanced  money.  We 
pass  over  the  fact  at  present,  that  the  banks  frequently  gire»  in 
place  of  the  notes,  merely  a  credit  for  the  amount  of  the  paper 
discounted  on  their  books,  ^vhich  is  to  the  same  effect  as  if  the 
Dotes  had  been  reoeiyed  and  deposited.  The  operation  of  bank 
deposits  in  payments  will  come  under  separate  consideration. 
Wo  have  explained  the  process  by  vhich  a  payment  is  made  by 
the  negotiation  of  apromissory  note  or  billof  fixohange.  Theholder 
of  such  business  paper  has  sold  commodities  of  trado,  for  which  he 
received  the  paper ;  he  purchases  other  oommoditiesy  for  whidi 
he  pays  with  this  same  paper.  We  have  stated  that  this  mode 
of  payment  is  applicable  only  to  a  very  small  range  of  business, 
and  that  its  inconveniences  led  probably  to  a  larger  employment 
of  the  more  convenient  and  effective  medium  of  bank-notes.  If 
the  holder  of  a  promissory  note,  or  bill  of  exchange,  who  gave 
commodities  for  it,  desires  to  purchase  other  commodities  for  the 
amount  or  a  part  of  it,  he  may  exchange  it  for  the  notes  of  a 
bank.  If,  with  these  bank-notes,  he  purchases  other  commodi- 
ties, or  pays  debts  for  commodities  already  purchased,  it  is  ob- 
vious that  he,  in  substance,  exchanges  the  articles  for  which  he 
receives  the  promissory  note  for  those  which  he  purchases  with 
the  bank-notes.  Thus  these  paper  promises,  whether  the  notes 
of  banks  or  of  individuals,  furnish  a  medium  by  which  men  ex- 
change what  they  have  for  what  they  want.  It  matters  not,  to 
men  of  business,  how  the  final  adjustment  or  discharge  of  these 
bank-notes  and  individual  notes  is  effected,  so  that  they  thereby 
make  what  they  sell  pay  for  what  they  purcliasc.  It  v<  \\\  come 
in  our  way  to  explain  fully  how  this  paper  ailjustmeut  takes 
place  ;  liow  tliis  immense  amount  of  bank-notes  payable  on  de- 
mand, and  ilie.so  individual  notes  payable  in  a  Tew  mouths,  all  in 
gold  or  silver,  are  all  fully  paid,  discharged  and  retired  without 
the  use  of  one  per  cent,  of  the  amount  in  tlie  precious  metals. 
As  this  explanation  involves  oiIk  r  processes  not  yet  touched,  we 
reserve  it  for  a  future  page,  merely  insisting  here  on  tlie  supe- 
riority of  bank-notes,  as  a  medium  of  exchange,  to  the  business 
notes  of  individuals. 

The  debtors  tu  banks  of  circulation  in  auy  commercial  com- 


• 


Digitized  by  Google 


THE   DEMAND  FOR  BANK   NOTES.  285 

munity  are  under  a  strong  ntcessity  of  promptly  meeting  their 
engagements :  no  more  imperative  motive  can  be  brought  to  bear 
upon  them  than  that  of  preserving  their  credit,  and  continuing 
their  business.  Ruin,  bankruptcy  and  utter  discredit  stare 
every  man  in  the  face  "who  falters  in  the  jjerforniance  of  liis 
engagements.  Every  energy,  every  effort  is  put  forth  for  this 
purpose ;  no  sacrifice  of  means,  of  time,  of  skill,  of  mental 
activity,  or  watchful  anxiety,  is  spared  to  accomplish  punctually 
the  puvnicnt  of  every  liability  as  it  matures.  This,  then,  creates 
a  demand  for  the  bank-notes,  of  proportionate  intensity.  Tiiero 
are  goods  offering  for  sale  by  those  who  have  debts  to  pay, 
which  must  at  all  hazards  be  paid  ;  and  these  goods  must  be 
fully  equal  in  value  to  the  sum  of  the  debts  to  be  paid,  because 
the  debts  were  created  by  the  purchase  of  the  goods  :  of  course, 
the  necessity  of  realizing  in  the  bank-notes,  or  what  is  equiva- 
lent, will  coni|>cl  the  sellers  to  be  rcasonahhj  in  their  demands. 
All  this  merchandise  is,  therefore,  not  only  a})plicable  to  the 
purpose,  but  all  the  holders  who  are  debtors  to  the  bank  are  so 
many  agents  actively  employed  in  the  redemption  of  the  bank- 
notes. It  is  this  imperative  demand  for  the  bank-notes,  and 
this  extreme  necessity  of  meeting  bank  liabilities,  which  sustains 
SO  amply  the  value  of  the  notes  of  all  well-managed  banks.  A  man 
may  reduce  his  expenses  for  food  and  clothing,  and  wait  many 
days  for  the  gold  and  silver  which  he  is  aceustomed  to  pay  for 
these  necessaries ;  but  he  cannot  postpone  a  day.  the  payment 
of  his  note  in  bank :  there  is  no  one  article,  thcny  so  indispens- 
able to  those  who  arc  indebted  in  banks  as  bank-notes,  or  their 
equivalent.  The  notes  issued  by  banks,  in  diseount  of  commer- 
cial paper,  must  correspond  as  the  paper  discounted  does  to  the 
value  of  the  goods  for  which  it  was  given.  It  would  require  all 
the  bank>notes  thus  issued  to  purchase  the  goods,  the  sale  of 
which  created  the  paper  in  exchange  for  which  the  bank-notes 
were  given.  The  goods  are  suiBcient  to  redeem  the  notes  isfloed 
upon  them,  and  therefore  sufficient  to  pay  or  redeem  the  bank- 
notes substituted.  Apart  from  the  artificial  securities  required 
of 'banks,  this  is  the  real  basis  of  bank-notes.  They  are  issued 
in  exjchange  for  individual  notes,  which  are  given  for  the  pni^ 
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cbase  of  merchandise  ;  the  sale  of  this  mcrchaiulise  produces  the 
means  to  redeem  tlic  individual  notes,  or  the  bank-notes.  It  is 
this  feature  which  ^ives  banks  of  circulation  their  firuicsL  sup- 
port. In  any  commercial  community  where  such  banks  abound, 
they  licild  a  very  large  proportion  of  the  notes  given  for  mer- 
cbandise,  and  that  merchandise  must  be  tlic  virtual  bu.sis  on 
which  their  ijisues  rest;  the  holders  of  merchandise  of  all  descrip- 
tions, to  suit  the  demands  of  necessity  or  luxury,  offer  it  as  freely 
for  the  bank-notes  as  they  would  for  gold  or  silver,  because  the 
bank-notes  will  pay  their  debts  as  efibctually  as  anything  else 
can. 

The  summary  of  this  process  of  payment  is,  that  merchants 
purchase  goods,  ami  manufacturers  purchase  supplies,  with  their 
individual  notes  or  bills,  wliirh  are  exchanged  for  Imnk-notes  ; 
and  these  bank-notes  are  either  sou'^lit  after  and  obtained  by 
the  debtors  of  the  bank,  to  be  returned  in  payment  of  their 
liabilities,  or  they  pay  the  bank  in  some  meditm  which  will 
redeem  the  notes.  The  goods  sold  create  the  paper  discounted, 
and  sold  again  thejr  furnish  the  means  to  withdraw  the  paper 
discounted,  and  the  issues  of  the  bank :  or,  more  generally,  the 
continual  operation  of  trade  constantly  originates  new  paper, 
and  thence  new  issues  from  the  banks,  which  furnish  the 
medium  in  which  the  individual  paper  is  continually  paid.  The 
manufacturer,  merchant  and  farmer  purchase  stock  in  one  period 
of  the  year,  for  which  they  give  their  notes,  which  the  holders 
conTert  into  bank-notes.  In  another  period  thej  sell  and  oreate 
paper,  whieh  is  applied  to  meet  their  engagements.  Thus  goods 
are  bought  and  sold,  or  produced  and  sold,  until  the  distribntiea 
'  IS  complete,  and  merchant  and  producer  have  receired  and 
issued  paper  until  it  is  evident,  in  the  regular  routine  of  their 
buuness,  that  it  supplies  the  means  of  its  continuance.  Every 
such  business  man„  in  the  course  of  a  year,  issues  his  own  notes 
to  a  certain  amount ;  he  receives,  also,  the  notes  of  others  to  a 
certain  amount;  he  requires  some  facili^  to  set-off  the  notes  be 
receives  against  those  be  has  given.  The  bank  furnishes  that 
facility  in  several  ways.  The  debtor  cannot  directly  exchange 
the  individual  notes  issued  to  him  for  those  he  issues,  but  he  can 
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convert  those  lie  receives  into  biink-notes,  wbich  will  be  received 
in  payment  for,  or  exchange  for  his  paper.  The  bank  give3 
nothing  but  bank-notes,  or  bnuk  credit;*,  for  the  paper  it  dis- 
counts ;  it  requires  nothing  for  payment  but  bank  credits,  or 
bank-notes.  The  debtor  docs  not  obtain  this  facility  without  pay- 
ing for  it ;  he  must  jwirchase  the  bank-notes,  and  he  does  this 
not  with  money  or  coins  necessarily,  but  with  business  paper 
teceived,  perhaps,  for  the  very  goods  by  purchase  of  which  his 
debt  was  created.  It  is  thus  that  the  whole  body  of  debtors  to 
the  bank  are  competitors,  with  all  the  merchandise  in  their  pos- 
Bessum,  for  the  bank-notes  in  circulation  which  furni.sli  such  a 
conTenient  mode  of  discharging  their  liabilities.  The  bank- 
notes 80  much  in  request  by  the  debtors  become  equally  in 
request  by  the  whole  body  of  consumers  who  use,  employ  or 
consume  the  goods  held  and  offered  for  sale  by  this  whole  body 
of  debtors.  Coins  and  bullion  are  receired  in  exchange  for 
these  same  goods,  simply  because  of  their  intrinaio  value ;  but 
as  these  will  go  no  further,  in  payment  of  debts,  than  the  bank- 
notes, the  latter  are  employed  almost  exclusively  in  countries 
where  banks  of  circulation  are  found. 

This  operation  of  payment  b  entirely  independent  of  the  pre- 
cious metals;  their  presence  or  agency  is  not  in  the  least  need- 
ful ;  they  have  no  part  in  the  transaction.  We  are  not  speaking 
of  banking  as  regulated  by  law,  but  merely  explaining  the  pro- 
cess of  liquidation,  as  effected  by  bank-notes.  The  usefulness 
of  bank-notes  as  a  medium  of  payment  is  not  confined  to  tho 
mere  process  of  liquidation  above  specified ;  their  efficiency  in 
aid  of  commerce  is,  perhaps,  greatest  by  their  perfect  facility  of 
circulation.  In  practice  they  do  not  pass  immediatelj"  into  the 
hands  of  the  debtors  of  the  bank,  and  ftcm  them  into  the  bank 
in  payment  or  liquid^on  of  the  notes  discoun^d.  They  ciren- 
Iflte  through  every  channel  of  trade  with  a  rapidity  of  movement 
wholly  unattainable  by  any  possible  circulation  of  coins.  They 
are  ilispersed,  by  the  tliousand  varieties  of  expenditure  among 
all  clasjos  of  the  community,  to  the  ■whole  mass  of  the  people  in 
such  proportions  as  the  course  of  trade,  salaries,  wages,  fees, 
and  other  modes  of  income  and  expenditure,  may  bi'm^  about ; 
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ail  t:iko  them  freely  in  payment,  simply  because  thov  know  they 
Triil  be  as  freely  received.  The  only  question  is,  will  they  pass? 
Whilst  they  are  performing  all  this  movement,  the  demaml  for 
them  by  the  <lebtors  of  the  bank,  which  is  urgent  and  imperious, 
is  operating  with  incessant  and  anxious  vigor  to  obtain  the  quan- 
tity of  bank-notes  nero.-sary  to  moot  their  daily  maturing  engage- 
ments. As  these  engagements,  in  the  first  instances,  gave  origin 
to  the  issues  of  the  bank,  the  amount  in  circulation  is  just  the 
amount  required.  The  demand  for  them  is,  therefore,  equiva- 
lent to  the  whole  quantity  extant.  So  long  as  this  demand  con- 
tinues, bank-notes  must  keep  their  value,  as^hey  are  ia  demand 
to  pay  the  same  amount  for  which  they  were  issued. 

The  process  by  which  bank-notes,  in  themselves  of  no  intrinsic 
Talae,  eifect  a  payment  in  this  circolation  is  the  same  as  th»t 
which  ffVBi  efficient  to  a  payment  made  by  negotiating  pro- 
missory notes.  The  miUer  who  sells  a  lot  of  flour  for  bank- 
notes, and  with  the  same  notes  purchases  wheat,  has  exchanged 
his  flour  for  wheat.  The  merchant  who  sells  goods  for  bank- 
notes, and  with  those  notes  purchases  other  goods,  has  in  fact 
merely  changed  one  lot  of  goods  for  another.  Thus  the  bank- 
notes are  a  mere  mediam  of  exchange.  They  are  received  for 
what  is  soM  only  because  they  will  be  received  for  what  is  pur- 
chased. It  is  not  cTen  the  solvency  of  the  hank,  nor  the  £iet 
of  its  redeeming  its  notes  in  gold  or  silver,  whieh  gives  efficacy 
to  snch  circulation  of  notes,  The  resl  character  of  the  notes 
employed  in  any  transaction  can  seldom  he  known  to  the 
receiver;  they  may  even  he  sporious,  yet  the  validity  of  the 
exchange  will  be  the  same.  He  that  sells  iron  for  hank-notes, 
and  with  the  notes  purchases  floor,  has  exchanged  his  iron  for 
flour,  let  what  may  he  the  character  of  the  notes.  To  mike  fke 
transaction  complete*  it  is  only  necessary  ^hat  the  party  receiv- 
ing the  notes  for  iron  should  know  that  they  will  be  received 
without  hentation  for  flour.  Whatever  may  be  the  real  value 
er  character  of  the  bank-notes,  so  long  as  the  parties  exchanging 
merchandise  continue  to  make  them  the  medium,  so  long  will 
thdr  commerce  proceed  without  hindrance.  The  exchange  of 
goods,  in  any  particular  instance,  could  not  indeed  be  more 
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effectual  if,  instead  of  notes,  gold  itself  had  been  used.  Wo  do 
not  alle£re  tliat  the  medium  is  a  matter  of  indiflercucc,  nor 
recommend  that  worthless  rags  should  be  employed  for  that  pur- 
pose ;  but  we  show  that  it  is  not  the  genuineness  of  the  notes, 
nor  their  convertibility,  nor  the  solvency  of  their  issuers,  that 
gives  Talidity  to  the  sales  of  which  they  arc  the  medium.  What 
is  necessary  to  be  done  to  secure  the  confidence  of  the  public  in 
bank-notes,  so  that  they  may  the  better  perform  the  functions 
wc  have  described,  and  prevent  the  abase  of  over-issues  by  the 
banks,  is  matter  of  separate  consideration. 

The  view  which  %e  desire  to  present  here  is  simply  that  the 
exchange  of  the  iron  for  the  floor  is  not  essentially  dependent 
on  the  aetnal  goodness  of  the  notes  used  as  a  mediom.  The  iron 
nay  be  sold  for  a  promissory  note,  and  that  note  given  for  the 
floor ;  or,  the  iron  merchant  may  simply  charge  the  floor  mer- 
diant  in  his  books  for  the  value  of  the  iron,  and  be  charged  him- 
self for  the  floor;  and  when  these  books  are  settled  and  balanced, 
tbe  reciprocal  payment  will  be  as  effectual  as  if  gold,- or  silver, 
or  bank-notes,  or  any  other  mediom  had  been  employed. 

In  one  aspect  of  this  drcolation  of  bank-notes  they  operate 
like  counters  or  tickets ;  they  are  issued  in  discount  of  paper 
given  for  goods,  they  are  carried  to  the  vicini^  of  banks,  and 
paid  for  goods  to  persons  wbo  deposit  them  in  bank,  receiving  a 
credit  oh  the  books  instead ;  the  banks  receiving  each,  other's 
notes,  exchange  them,  and  being  thus  acquitted  of  eacb  other, 
th^y  owe  only  to  their  depositors,  and  this  indebtedness  to  the 
depositors  is  liquidated  by  the  deposits  being  used  to  pay  and  ' 
withdraw  the  discounted  paper.  This  is  the  channel  in  which  a 
vast  portion  of  the  bank-notes  run ;  but  they  are  not  confined  to 
this  course,  and  therefore  run  into  a  thousand  channels,  ever 
varying  with  the  diversities  of  trade,  and  the  schemes  and  whims 
of  men. 

But  useful  and  efficient  as  bank-notes  are  in  various  ways,  one 
of  which  —  the  saving  in  the  wear  of  coin  —  we  have  not  men- 
tioned, there  is  a  limit  to  their  power;  or,  rather,  other  modes 
of  payment  have  been  devised  and  extensively  employed,  of 
superior  efficiency.    We  find  that  the  circulation  of  bank-notes 
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in  Grent  Britain,  and  in  this  country,  has  kept  pace  noithcr 
with  the  increase  of  banks,  nor  with  the  immense  enlargt-iiient 
of  bn?ino5?s.  The  circulation  of  notes  hy  the  Eank  of  Encrhmd 
reached,  for  the  first  time,  the  sum  of  twenty  millions  sterling  ia 
1806.  In  1817  it  reached  twenty-nine  anJ  a  half  millions  ;  but 
for  the  whole  period  the  average  is  but  little,  if  any,  above 
twenty  millions.  This  is  remarkable,  if  the  immense  progress 
of  Great  Britain  in  commerce,  agriculture  and  manufactures  be 
taken  into  acootint.  It  cannot  be  doubted  that,  if  bank-notes 
were  employed  now  as  in  180G  an<l  in  1817,  it  would  require 
forty  millions  from  the  Bank  of  England,  ^he  circulation  of 
1856  averaged  about  twenty  milUons.  The  act  of  1844,  which 
irttS  restrictive  of  the  issue  of  notes,  may  have  tended  to  keejp 
down  the  circulation ;  but  the  average  circulation  of  the  ten 
jears  preceding  1844  was  considerably  under  twenty  mil- 
lions. It  iS'  obvious,  from  this,  that  the  proportion  of  bank- 
notes employed  in  Gt«at  Britain  is  decreasing,  and  has  been 
for  fifty  years.  A  comparison  of  bank  returns,  in  this  country, 
for  the  last  twenty-five  years,  will  eithibit  a  similar  result.  As 
•  the  payments  occurring  in  the  business  of  Great  Britain  have 
increased  in  proportion  to  the  population  and  prodncttve  indus- 
try of  that  country,  which  have  nearly  doubled,  it  ia  evident 
that  other  modes  of  payment  or  adjustment  have,  to  a  large  ex- 
tent, taken  the  place  of  bank-notes.  That  which  has  been  most 
extensively  employed,  and  which,*. to  the  greatest  extent,  sup- 
planted the  cireidation  of  bank-notes  in  Qreat  Britain,  and  la 
the  United  States,  is  bank  credits,  which  operate  under  the 
name  of  bank  deposits.  A  very  large  proportion  of  the  indi- 
vidual paper  of  men  of  business,  in  the  United  States,  is  dis- 
counted by  the  banks  without  taking  the  form  of  bank-notes,  or 
being  includeil  in  the  circulation  of  tlie  banks.  The  proceeds  of 
the  discounted  paper  are  merely  i*laced  to  the  credit  of  the 
party,  and  take  their  place  as  deposits.  This  form  of  credit 
will  be  next  considered.' 

1  The  effioaoy  and  power  of  bank-ootM  aa  a  eamncj  will  be  forther  dwelt 
upon  Id  the  Chapttn  upon  the  Baak  of  England  and  the  baoks  of  the 
United  States. 
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CHAPTER  X. 

DBPOSITS  IN  BANES. 

A  greater  facility  than  bank-notes  needful  for  large  operations  —  Banks 
become  the  reeervoir  of  ail  eumney  not  m  aetwH  ««e  fir  retail  trade — 
T%i»  eotutUutet'  the  gnat  fund  emploged  in  large  pa^fmenU — The  eredUt 
form  the  fund  out  q/*  which  ddde  are  patd^Eaeh  d^poeitor  emptogt  hie 

own  crr-ihf.,-  to  pay  his  own  debts —  All  the  crrdifs  will  pay  all  the  debts 
The  deposits  are  tirtualhj  a  system  of  accuvnts  kept  by  the  banks  for  their 
customers  —  Indebtedness  of  business  chi'jii/  mutiiul,  and  sc/lbd  by  set-off 
'—Demand  far  deposits — Circulation  —  Absorbed  by  the  bunks  in  pay- 
mente  of  discounted  paper — The  banks  give  credits  on  tlieir  books  for 
peeper,  and  receive  ihoee  eredite  inpayment. 

The  concentration  of  payments  at  the  great  centres  or  entrc- 
pdts  of  oommeroe  enahles  the  banks  to  afford  another  facility  of 
payment  far  more  effective  and  important  than  bank-notes.  In 
the  largo  payments  incessantly  going  on  at  these  points,  counf- 
ing  bank-notes  vonld-  be  considered  a  serious  obstruction  to  busi- 
ness; and  keeping  them  on  hand  for  constant  nse  would  be 
regarded  as  a  needless  risk,  ^burden  and  expense.  At  such 
places  merchants  and  others  keep  open  mnnung  aooonnts  mth 
one  or  more  banks,  depositing  bank-notes  and  money  as  fast  as 
receired  to  the  credit  of  their  accounts;  thus  making  the  banks 
the  reiseptacle  or  reservoir  of  all  the  currency  and  money  not  in 
actual  nse  for  the  operations  of  retail  trade.  The  banks,  in  ihb 
vr&jf  absorb  a  yery  large  portion  of  all  the  currency  in  ciroula* 
tion.  These  deposits  in  the  principal  cities  greatiy  exceed  in 
amonnt  the  circulation  of  the  banks,  and  their  operation  or 
working  is  far  more  efficient  and  active  than  that  of  the  bank- 
notes. One  eifeet  is  not  only  to  return  to  the  banks  immediately 
all  the  notes  not  required  for  cireulation,  but  to  save  the  issue 
of  immense  sums.  When  individual  paper  is  discountedi  the 
16  (241) 
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applicant,  Insteftd  of  reodving  bank-notes,  takes  credit  for  tiio 
proceeds  m  his  deposit  acooant,  and  draws  upon  this  account  to 
meet  his  maturing  payments.  The  paper  disconnted  is  daily 
falling  due,  and  being  pud  by  checks  drawn  by  the  debtors  on 
their  bank  account.  The  banks  are  constantly  disoonnting 
newly-olTered  paper,  thos  keeping  up  the  accounts  of  the  depo- 
sitors. While  these  accounts  are  continually  used  up  and  extin- 
guished on  one  side,  they  arc  continually  renewed  and  extended 
at  the  otlicr.  It  is  hut  to  a  very  *mall  cxtunt,  probably  not  one 
per  cent,  of  their  amount,  that  deposits  are  made  in  gold  or 
silver;  they  consist  in  part  of  bank-notes  absorbed  from  the  cir- 
culation, but  chiefly  of  credits  granted  upon  the  discount  of  com- 
mercial paper.  The  credits  thus  granted  give  the  option  to  take 
bank-notes,  if  rcf}uircd  ;  and  they  serve  not  only  to  pay  debts 
at  the  bank  at  which  the  account  is  kept,  but  at  other  banks  in 
the  vicinity.  Tliis  of  course  leads  to  large  transactions  among 
the  banks.  In<lividuals  find  their  liabilities  scattered  through 
many  banks,  all  which  arc  paid  by  checks  on  the  bank  in  which 
.  their  account  is  kept,  or  by  bank-notes  taken  up  by  check  for 
that  porpose.  Thus  all  the  discounted  paper,  and  all  individual 
notes  deposited  with  the  bank  for  collection,  arc  paid  by  the 
working  of  these  deposits ;  the  bank  is  paid  in  its  own  notes,  in 
a  check  on  itself,  by  charging  the  debtor  in  account,  or  in  the 
notes  of  or  a  check  upon  another  bank.  Men  of  business  who  keep 
accounts  in  bank,  are  creditor  and  debtor  during  the  year  to  nearly 
the  whole  extent  of  theur  business.  They  give  their  individual  paper 
as  evidence  of  debt  in  theur  purchases :  they  take  paper  from 
others  for  the  amount  of  their  sales.  The  banks  discount  the 
paper  they  take,  and  demand  payment  of  the  paper  they  gave. 
The  banks,  in  effect,  keep  a  set  of  books  of  account  for  theur  cus- 
tomers, in  which  they  aro  credited  for  what  is  due  them  from 
others,  and  debited  for  the  amount  of  their  debts.  The  conve- 
nience and  advantage  of  these  books  may  be  better  understood 
if  we  notice  thui  the  bank  dues  not  merely  give  its  customer  a 
credit  for  the  amount  of  a  bill  or  note,  engaging  to  return  the 
same  bill  or  note  on  demand,  or  the  amount  when  collected.  It 
gives  an  open  credit,  which  enables  the  customer  to  draw  as 
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occasion  requires  for  any  sum,  largo  or  small,  i^ithin  the  amount 
of  the  credit.  In  this  shape  the  credits  of  a  customer  become 
perfectly  manageable  and  applicable  to  the  payment  of  his  debts 
as  they  nuiture  and  are  presented.  What  is  done  for  one,  is 
done  for  all.  The  "whole  amount  of  the  commercial  or  individual 
paper  discounted  at  the  banks  is  susceptible  of  bcinc^  employed 
in  this  vcrv  effective  way.  The  banks  become  so  m;iny  reser- 
voirs  of  the  means  of  commercial  liquidation.  Notes  and  bills 
merely  lodged  for  safe-keeping  or  collection  would  afford  no 
advantage  to  be  compared  with  the  actual  process.  Bj  the 
mode  adopted,  the  whole  proceeds  of  all  the  commercUl  paper 
dbcounted  is  constituted  a  fund,  wbioh  being  drawn  upon  as 
required  by  checks^  becomes  more  convenient  and  effective  than 
money  in  diaeharger  of  debts.  By  a  single  check,  the  work  of  a 
moment,  any  som  can  be  instantly  paid  with  its  minutest  frac- 
tion. That  which,  however,  fpres  real  foundation  and  continuous 
efficiency  to  this  rapid  and  easy  mode  of  p&yment,  is,  that  this 
great  fund  mainly  belongs  to  those  who  are,  in  fact,  creditors  and 
debtors  of  each  other.  Each  individual  is  both  creditor  and 
debtor ;  and  the  chief  caro  of  each  is  so  to  manage  his  credits 
as  to  make  them  available  in  discharge  of  his  debts.  This  depo* 
sit  fund  is  a  vast  facility  for  this  purpose ;  it  is  a  safe  and  good 
fund  for  those  who  use  it,  because  it  safely  and  finally  dis- 
charges their  debts.  Gold  and  silver  can  do  no  more.  If  a 
merchant  owes  §100,000  in  various  sums,  upon  promissory 
notes,  to  divers  persons,  and  if  various  persons  owe  him 
^110,000  upon  notes  given  to  him,  he  can  in  no  way  be  iiioro 
safely  or  legitimately  accommodated  than  by  being  enabled  to 
apply  ^100,000  of  what  is  owing  to  him  in  discharge  of  the 
^100,000  he  owes.  For  this  purpose  it  is  obviously  not  neces- 
sary that  the  amounts  to  be  thus  employed  should  be  converted, 
or  even  be  convertible  into  money.  The  banks  merely  convert 
it  into  a  fund,  upon  which  the  parties  concerned  can  draw.  If 
a  merchant,  therefore,  who  has  §110,000  to  bis  credit  in  bank, 
draws  upon  this  fund  for  $100,000,  and  applies*  it  in  payment 
of  that  amount  of  debt,  he  is  debited  the  amount,  and  his  debt 
is  aoquttted.    The  fund  for  payments  thus  furnished  on  the 
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liooks  of  the  bank  is  continually  replenished  by  constant  streams 
of  fresh  busine.-^s  paper,  and  constantly  drawn  oil  and  diminished 
by  the  amount  of  debts  paid.  Its  effect  is  to  enable  the  cus-  * 
tomers  of  the  banks  to  set-off  their  credits  against  debts  with  more 
or  less  facility,  according  to  the  varied  circumstaaoes  of  each 
case. 

The  business  or  commercial  paper  of  a  community  is  thus  con- 
verted, not  into  money,  but  into  a  fund,  the  amount  of  which 
and  all  the  dealings  in  it  arc  expressed  in  money  of  account.  All 
are  willing  to  receive  payment  of  what  is  due  to  them  in  this 
fund,  becatise  with  it  each  one  can  pay  what  he  owes  to  otherSt 
No  more  acceptable  medium  of  payment  can  be  found  or  pro- 
duced than  that  which  will  pay  debts;  for,  among  civilized 
people,  there  is  no  necessity  of  business  more  imperunis  than 
the  payment  of  debts.  No  one  will  trouble  himself  to  exact  pay- 
ment of  what  is  due  to  him  in  gold  or  silver,  if  he  can  pay  the 
debt  he  owes  by  a  check  on  a  banker.  No  individual  can  desire 
a  greater  facility  for  payment  of  his  debts  than  that  of  applying 
to  that  purpose  the  debts  which  others  owe  to  him.  This  invokes 
no  employment  of  the  precious  metals.  The  money  of  account, 
in  which  all  amounts  are  expressed,  is  common  to  creditors  and 
debtors,  and  understood  by  both.  What  one  person  can  do,  in 
applying  his  credits  to  his  debts,  any  number  can  do.  Thus 
the  credits  become  the  fund  out  of  which  the  debts  are  paid ; 
but  as  the  operating  parties  are  mainly  both  debtors  and 
creditors,  the  whole  payment  is  a  mere  process  of  adjostment  by 
which  those  concerned  balance  their  accounts.  It  is  quite  possi- 
ble, theoretically,  to  bring  the  mutual  claims  of  all  tlicso  persons 
into  a  series  of  accounts  with  each  utlier  in  one  buuk,  nnil  thus 
.balance  them,  without  checks  or  money,  or  any  so-called  drpusit. 

The  banks  keep  open  accounts  with  each  other,  which  daily 
exhibit  the  operation  of  these  payments.  The  bank  upon 
which  its  customers  have  drawn  umst  largely,  wliethcr  in  notes 
or  checks,  will  fall  in  debt  to  the  others  accordingly ;  but  each 
will  be  able  to  present  claims  upon  the  others  in  proportion  to 
tlic  amount  it  has  received  in  checks  upon  them  or  their  note:*. 
.£ach  will  be  found  to  stand^  in  regard  to  the  others,  a  debtor 
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and  creditor.  These  amounts  are  a^josted  eyery  day,  onoe  in 
two  or  three  days,  or  as  convenienoe  may  dictate :  each  one  haa 
a  balance,  favorable  or  nnfavorable,  with  every  other;  and  when, 
their  aocomits  are  settled,  the  whole  of  these  mutual  claims, 
except  the  balances,  are  paid  and  foreyer  extinguished.  Banks 
keeping  sach  mutual  aeoounts  soon  learn  the  ooume  of  trade, 
and  are  able  to  regulate  their  business  with  reference  to  this 
mutnal  indebtedness,  so  that  the  balanoes  fluctuate  but  little, 
and  the  amounts  to  be  paid  on  settlement  will  rarely  exceed  five 
per  cent,  of  the  sum  paid  ofT.  In  each  bank  the  same  process 
goes  on  between  inJividual  depositors  as  among  the  banks.  So 
far  as  there  arc  mutual  claims  among  those  keeping  at(  cjuuts  at 
the  same  bank,  tliey  will  be  settled,  however  complicated,  by 
the  working  of  the  deposit  account.  Each  customer  of  a  bank 
is  not  only  creditor  and  debtor  in  certain  amounts,  with  refer- 
ence to  his  whole  business,  but  he  ifi  debtor  and  creditor  in  cer- 
tain amounts  with  other  customers  of  the  snnio  bank.  So  far 
as  this  mutual  indebtedness  may  exist  between  tlie  customers  of 
the  same  bank,  their  debts  will  be  paid  by  check  on  the  bank, 
and  what  one  account  gains  another  loses  —  the  deposits  arc 
neither  increased  nor  diminished.  The  bank  is  continually 
granting  credits,  which  go  to  swell  the  sum  of  its  deposits ;  and 
it  is  continually  receiving  payments  in  these  credits,  which  ex- 
tinguishes BO  much  as  is  thus  received.  As  banks  receive  their 
own  notes  in  payment  of  all  dues  to  them,  so  to  the  same  effect, 
they  receive  the  checks  on  themselves  of  any  of  their  depositors. 
The  deposit  is  very  rarely  of  coin  or  bullion,  or  other  article  of 
intrinsic  value ;  its  circulating  value  arises  from  the  fact  that,i 
like  bank-notes,  it  will  make  purchases,  and  pay  debts.  We  have 
seen  that  the  denumd  for  bank-notes  to  meet  bank  engagements^ 
and  others  as  pressing,  is  stimulated  by  a  necessity  the  most  in- 
exorable— the  necessity,  among  merchants,  of  punctuality  in 
their  payments.  To  effect  their  payments,  merchants  spare  no 
anxieties,  labors,  nor  sacrifices.  This  is  the  practical  and  most 
powerful  support  of  the  issues  of  banks  of  circulation ;  and  it 
applies  as  strongly  to  the  deposits  or  credits  granted  in  that 
shape,  as  to  the  notes  of  a  bank — the  deposits  being  far  more 
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employed  in  paymg  debts  tban  bank-notes.  A  nmn  maj  refnun 
from  incurring  expenses,  to  pay  whieh  the  bank-notes  are 
nsoaUj  employed ;  bnt  he  oannot  refrain  firom  paying  his  debts, 
even  when  he  has  neither  notes  nor  deporits,.im1efls  he  is  readj 
to  suffer  bankruptcy.  The  cheeks  upon  these  deposits  are, 
therefore,  as  good  payment  as  the  bank-notes,  not  because  they 
are,  like  them,  oonTortible  into  gold  or  silver,  but  because  they 
are,  like  them,  receivable  in  payment  of  debts.  Nearly  the 
whole  of  the  large  purchases  of  commerce  are  made  upon  pro- 
mises of  paymeut  at  a  lalurc  day  ;  whatever  is  receivable  for 
these  payments  must  be,  for  the  occasion,  as  desirable  as  gold 
or  silver ;  for  these  can  make  no  more  efl'ectual  payment,  and 
are  far  les3  convenient  and  safe. 

The  bank  deposits  are  the  grand  receptacle  of  all  the  funiU 
not  needed  for  immediate  use,  and  of  the  large  sums  reijuired 
for  the  heavier  payments  of  trade.  Deing  composed  chieily  of 
credits  granted  upon  the  discount  of  commercial  paper,  they  do 
not  spring  from  gold  or  silver,  they  do  not  turn  into  gold  or 
silTer,  they  do  not  represent  gold  or  silver :  if  they  may  be  said 
to  represent  anything,  it  is  the  value  of  the  merchandise,  the 
sale  of  which  upon  credit  has  given  existence  to  the  mass  of  both 
bank-notes  and  bank  credits.  The  operation  of  deposits  is,  like 
that  of  bank-notes,  both  direct  and  circuitous.  The  gold  or  silver 
which  is  deposited  in  banks  to  ^credit  of  him  who  transfers  hir 
ownership  by  check  continues  thus  to  circulate,  until  the  amount 
or  the  equivalent  is  withdrawn  or  paid  to  the  bank.  So  the 
credits  granted  upon  discount  of  individual  notes  may  be  trans- 
ferred without  limit  from  one  to  another,  each  time  making  a 
payment,  until  absorbed  by  the  constantly  recurring  demand  of 
the  bank  upon  its  customers.  Nine-tenths  of  the  amount  of  the 
deposits  in  our  banks  con^t  of  their  own  notes,  and  of  the 
credits  granted  as  above ;  yet  all  blend  into  one  common  mass, 
and  effect  the  same  results  as  if  the  whole  deposit  had  been  gold 
or  silver. 

The  successful  operation  of  this  most  efficient  of  all  the  means 
of  payiuent  is  not  JepcndLiit  upon  the  actual  empluynicnt  of  the 
precious  metals,  coins  or  bullion.    It  neither  excludes  nor 


L^iy  j^u^  Ly  Google 


BANK  Of  NOBVB  AMBBICA 


247 


requires  tTicm.  A  merchant  who  pajS)  In  this  way,  to  the 
amount  of  half  a  million  yearly,  may  not|  altogether,  have  depo- 
sited a  thousand  in  coins.  The  amount  to  his  credit  is  constantly 
growing  by  receipts,  as  well  as  diminishing  by  payments.  The 
result  at  which  he  aims,  and  which  he  effects,  is  to  apply,  in  the 
progress  of  his  business,  the  proceeds  of  his  sales  to  tho  payment 
of  his  purchases ;  to  set-off  his  credits  against  his  debts.  Where 
the  creditor  and  debtor  are  depositors  in  different  banks,  the 
debts  are  paid  with  equal  facility,  their  payments  merely  leaving 
matter  for  ac^ustment  between  the  several  banks.  If  we  sup- 
pose that  all  the  business  men  of  Philadelphia  had  deposit 
accounts  in  the  Bank  of  North  America,  when  it  was  the  only 
bank  in  that  city,  the  w^justments  of  all  would  have  been  com- 
pleted on  the  books  of  that  bank.  Each  depositor  would  have 
to  pay  a  certain  amount  to  others  in  that  city,  and  others  in 
that  city  wuiilJ  lia\c  to  ])ay  a  cerlaiu  amount  to  him:  each  depo- 
sitor could  have  dra\su  upon  hi.s  account  for  money  deposited, 
and  for  the  proceeds  of  notes  discouuted,  in  payment  of  his 
debts  as  they  matured.  If  we  suppose  that,  whilst  this  was  the 
only  bank  iu  the  city,  tliere  were  1000  persons  who  were  tlius 
creditors  to,  at  least,  the  average  amount  of  §10.0<'0  each,  and 
debtors  to  at  least  the  same  sum ;  and  that  there  were  100  per- 
sons who  were  each,  in  like  manner,  creditor  and  debtor  to  at 
least  the  sum  of  J100,000 ;  and  that  there  were  10  persons 
each,  in  like  manner,  indebted  §200,000:  the  sum  of  this  in- 
debtedness would  be  $44,000, 000  :  if  this  amount  were  run  off 
three  times  in  a  year,  it  would  make  a  total  of  $132,000,000,  or 
$11,000,000  for  each  mouth.  Whatever  course  might  be  taken 
an  regard  to  the  sums  or  balances  owing  beyond  this  mutual  iii- 
debtedness,  nothing  else  would  be  necessary  for  the  extinguish- 
ment of  this  large  sum  of  $11,000,000  each  month  than  draw- 
ing and  receiving  checks,  with  corresponding  entries  on  the 
books  of  the  bank.  Thus  would  be  extinguished  the  individual 
paper  discounted  by  the  bank,  corresponding  with  the  commer- 
cial transactions  which  had  given  rise  to  it  For  goods  received 
the  depositors  had  issued  theb  notes,  and  for  goods  delivered 
they  had  received  notes ;  and  all'  these  had  been  discounted  by 
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the  bank,  and  converted  into  a  fund  available  for  the  payment 
of  all,  because  it  would  be  of  the  very  same  nature  as  the  debts 
it  irould  be  employed  to  pay.  The  bank  which  would  have  pur- 
chased all  these  notes  merely  vith  credits  on  its  books,  would 
receive  these  credits  in  payment  wlien  the  period  of  maturity 
arrived.  We  may  attain,  perhaps,  a  more  distinct  idea  of  the 
effect  of  the  deposit  system  of  payment,  if  we  suppose  the  mer- 
chants in  a  city  without  banks  to  have  adopted  a  mode  of  pay- 
ment or  adjustment  of  this  kuid.  Having  opened  an  office,  and 
appointed  their  agents  for  its  management,  they  deposited,  in- 
stead of  money  V}r  bank-notes,  simply  thehr  business  paper,  notes, 
and  bills  of  exchange,  receiving  credit  for  the  amount  in  the 
books  of  the  office,  less  the  interest  till  maturity.  A  fund  would 
be  tbus  constituted  of  all  the  commercial  paper  of  the  city. 
AVluii  a  note  or  bill  matured,  the  debtor  or  payer  would  simply 
draw  his  clicck  for  the  amount  to  be  paid,  and  thus  reduce  the 
sum  of  his  credit  so  much.  If  the  party  paying  had  not  credit 
on  the  buuks  to  a  sufficient  amount,  he  would  either  borrow  from 
those  who  had,  or  pay  the  deficiency  in  money.  It  will  be  noted 
that,  by  this  mode  of  adjustment,  the  sum  ap])licab]e  for  pay- 
ment would  exactly  correspond  to  the  amount  of  the  crc'(lit3 
granted,  less  the  interest  or  discount,  which  would  have  to  be 
paid  in  money,  or  be  otherwise  arranged.  The  money  paid  in 
by  those  whose  credits  were  unequal  to  their  debts  would  go  to 
those  whose  credits  exceeded  their  debts ;  and  the  money  paid 
in  as  interest,  or  as  the  difference  between  the  proceeds  of  a  note 
and  its  face,  or  nominal  amoimt,  would  belong  to  the  office. 
Thus  this  business  would  close  and  balance  as  soon  as  all  the 
paper  matured;  or  it  might  be  continued  at  pleasure,  the  new 
credits  bemg  granted  according  to  the  regular  progress  of 
business. ' 

We  have  supposed  deposits  thus  created  to  be  only  used  in 
payment  of  the  paper  which  gave  rise  to  them ;  but  they  might 
be  employed  for  other  payments.  The  demand  for  them  to  pay 
the  paper  on  which  they  were  founded  would  be  ur^^ent,  and 
;would  proceed  from  the  holders  of  the  goods,  the  jturchase  of 
Mfhich  gave  origin  to  the  paper  deposited ;  and  yet  there  might 
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be  intemlB,  whflflt  the  paper  was  matarmg,  in  wltieb  these  ilepo- 
sitB  eonld  be  freely  cirealated  as  a  cnrrency,  by  means  of  ehec^ 
tbroughoat  a  whole  eofDmercial  commmiity.  Their  value  would 
be  imdoabted,  beeanse  the  demand  bj  those  under  the  absolute 
neeessity  of  obtaining  them  wonld  ensure  their  commanding  at 
all  times,  in  any  article  of  trade,  their  nominal  valne.  These 
credits  Avould,  therefore,  circulate  just  as  the  deposits  of  a  bank 
circulate ;  for  if  the  debtors  in  these  deposit  accounts  should 
fail  to  secure  the  amount  of  deposit  required  to  meet  their 
engagements,  they  must  pay  in  money,  and  thus  furnisli  the 
fund  to  repay  the  credits  or  deposits  when  demanded  by  those 
into  whose  hands  the  circulation  may  have  carried  them. 

A  very  efficient  circulation  of  deposits  miglit  he  originated 
and  kept  up  on  this  plan,  upon  the  basis  of  commercial  paper, 
continually  discharged  by  payment,  and  renewed  by  fresh  sup- 
plies. To  the  extent  of  the  direct  adjustment  or  8et-o£f  of  debts 
between  the  parties  to  such  an  arrangement  —  that  is,  not  in- 
^  olading  the  circulation  of  which  we  have  jost  spoken — the  whole 
resnlt  may  be  attained  bj  simply  opening  an  account  at  a  snit- 
able  office,  and  charging  each  accountant  with  all  the  notes  and . 
bills  he  is  bound  to  pay,  and  crediting  him  with  all  he  produces 
against  others.  T^  would  be  a  direct  set-off  of  each  one*s 
credits  against  his  debts,  and  an  exhibit  of  balances  showing 
what  sum  each  one  had  to  receive  or  pay.  The  whole  of  the 
equal  indebtedness  would  be  extinguished  at  once,  and  the  amount 
to  be  paid  on  the  debtor8,balances  would  be  exactly  et^ual  to  the 
amount  to  be  received,  so  that  these  balances  paid  in  wduld  dis- 
charge the  whole.  The  course  of  trade  shows  that,  in  any  mer- 
cantile community,  these  balances  range  between  five  and  ten  per 
cent. ;  so  that,  in  adjusting  an  indebtedness  of  a  million,  the 
sum  of  the  balances  would  range  between  fifty  and  a  hundred 
thousand.  In  the  working  of  the  actual  deposit  accounts  of  our  . 
banks,  it  is  rare  that  these  balances  are  all  withdrawn  from 
bank ;  they  are,  in  part,  lent  by  the  holders  to  the  debtors  to 
meet  their  deficiencies;  or,  being  allowed  to  remain,  their  accumu- 
lation enables  the  bank  to  extend  accommodations  to  those  whose 
balances  are  unfavorable.   In  process  of  a  few  months,  the 
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luJaDpes  greatly  change ;  many  of  the  debtors  and  creditors 
change  places.  The  system  of  adjustment  just  supposed  might 
be  continued  from  month  to  month,  or  year  to  year,  the  opera- 
tion of  the  book  entries  being  sufficient  to  efieot  the  payments 
through  any  number  of  fluctuations. 

The  main  reeolt  of  the  deposit  system,  as  now  managed  by 
our  banks,  is  a  mode  of  keeping  the  accouDts  of  persona  vho 
ha?e  large  mutual  tranaactiona.  This  will  be  more  apparent^  if 
we  aappose  another  mode  of  accomplishing  the  same  paymenta. 
Let  each  one  who  makes  a  sale  of  merchandise  charge  die  par- 
chaser  with  the  amount;  and  when  he  makes  a  purchase,  let  him 
credit  the  seller  with  the  amount  If  an  abstract  from  all  the 
books  of  those  who  would  otherwise  be  the  depositors  were  for- 
nished  for  the  purpose,  an  account  could  be  stated  with  each 
person,  showing  all  his  transactions,  exhibiting  the  resulting 
balances  and  the  amount  extinguished  among  the  whole.  The 
promissory  notes  and  bills  of  exchange  usually  employed  are 
evidences  of  debt  arising  upon  sales  of  merchandise  or  other 
transactions ;  the  abstract  of  entries  above  supposed  would  fur- 
nish evidence  of  the  same  debts,  susceptible  of  payment  in  the 
same  wav. 

The  actual  system  of  payment  now  in  use  in  the  most  commer- 
cial nations  is  that  the  business  of  trade  —  t4iat  is,  the  sah  s  and 
transfers  of  merchandise  —  proceed  among  merchants  according 
to  their  convenience,  and  their  opinions  of  what  will  best  meet 
the  demands  of  consumers,  and  promote  their  own  interests. 
This  process  of  distribution  by  the  merchant  to  the  consumer  is 
based  mainly  upon  the  confuUitce  of  merchants  in  each  other. 
The  goods  arc  delivered  at  once  —  the  payment  is  deferred. 
The  goods  proceed  by  a  thousand  channels  to  their  final  desti- 
nation—  the  whole  business  of  payment  b  reserved  to  bo  sepa- 
rately accomplished.  These  payments  are  effected  by  the  em- 
ployment of  separate  agencies,  pi-ofessions,  institutions  and  hosta 
of  men  ;  as  well  as  by  the  aid  of  books  of  account,  promissory 
notes,  bills  of  exchange,  bank-notes,  bank  deposits,  and  gold 
and  silver.  In  this  system  sometimes  one  way  is  best,  and  some- 
times another ;  sometimes  one  agency  or  agent,  and  someUmea 
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another;  Bometimes  notes,  sometimes  checks,  MmidtimeB  gpld, 
and  Bometimes  silTer.  All  these  are  but  Tarions  meaiu  of  attain- 
ing an  end.  The  usage  is  always  to  employ  the  easiest  and 
least  ezpensiTe  mode  that  will  be  effectual.  It  happens  rarety, 
perhaps,  that  the  parties  paying  haye  their  ehoice  of  all  the 
varions  modes  of  payment;  they  can  choose  only  among  the 
faeilitiee  which  may  be  offered,  or  may  be  within  tiieir  reach. 

Looking  at  the  whole  process  of  payment  in  any  commercial 
country,  it  presents  a  mass  of  details,  and  a  complication  of  pro- 
cedure, which  defies  the  hand  of  analysis,  or  the  eye  that  would 
pierce  through  the  whole.  It  cannot  be  understood  nor  described 
by  any  direct  examination:  various  attempts  to  do  this  have 
failed,  as  the  innumerable  treatises  upon  money  and  banking 
amply  prove.  Our  object  has  been  to  show  distinctly  the  end 
to  be  accomplished;  to  exhibit  clearly  the  most  eflective  pro- 
cesses of  payment ;  to  show  hov^  they  operate  singly,  and  in 
various  combinations ;  and  to  leave  each  reader  to  follow  these 
processes  as  far  and  as  faithfully  as  his  facilities  for  informa- 
tion, and  his  powers  of  observation,  may  carry  him. 
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{  1.  The  Clcarinfi-housc  of  London — Pn'rafe  hankers  of  London —  Con- 
centration of  pai/incnts — MutiuiJ  nd'ntstmcnt  —  Clearing-house — Muluality 
of  debt*  —  Processes  and  forms  at  ilic  Clear  ing-homc  —  Example  of  clear' 
ing  —  AfMUHia  tkoired'-'ByUioH  B^Mtti  1810— iSir  Henry  ThonUom 
~~  MelaUoni  of  dearmg  to  eommetee^  The  Bankt  aiul  ihdr  entlomen^ 
Pttjfmentt  of/ortign  trade  >-  Domettic  paymenia  cftpeeial  dutrieto  — 3%« 
Cnsdit  l^item — New  ehanndafor  the  preeimu  metaU, 

The  vast  iiccumulation  of  payments  in  London  led  the  pri- 
vate bunkers,  in  whose  hands  the  business,  or  a  large  proportion- 
of  tho  business  was  concentrated,  to  adopt  a  plan  for  economi- 
sing tlie  use  of  bank-notes,  for  saving  time  and  trouble,  which 
may  fairly  claim  to  be  one  of  the  highest  exhibitions  of  the 
power  of  the  credit  system.  The  eoontry  merchants  and  bankers 
who  made  and  received  their  payments  in  the  metropolis,  kept 
their  accounts  with  these  jMriTate  bankers,  many  of  whom  had 
thus  committed  to  theur  keeping  very  large  sums  of  money.  A 
great  ayerage  balance  remained  in  their  hands,  4he  use  of  which 
was  one  of  their  principal  sonrces  of  profit.  As  no  firm  with 
more  than  six  partners  was  allowed  to  issue  banknotes  in  Lon- 
don, these  bankers  never  felt  themselves  able  to  compete  with 
the  Bank  of  England  in  that  department  of  banking:  issuing 
no  notes  of  their  own,  they  used  only  those  of  the  Bank  of 
England,  when  their  payments  required  the  use  of  notes.  They* 
all  kept  accounts  with  their  cnstomers,  and  immense  sums  were 
daily  paid  by  checks  uuJ  traiir  fei  s' on  their  books.  T\ir\  |;a.(l 
out,  when  rtMpiireil,  for  these  chocks  the  notes  of  the  ]>aiik  uf 
England ;  and  were,  of  course,  obliged  to  keep  a  supply  con- 
stantly on  hand  for  that  purpoiic.  These  bankers,  besides  having 
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to  pay  out  bankniotes  on  the  order  of  their  eastomefSi  fomid 
themeelTes  daily  indebted  io  eaeh  other  in  immense  sonui  aoera« 
ing  from  the  system  of  concentration  which  has  been  noted. 
Each  banker  was  daily  receiving  from  his  oonntry  correspond- 
ents drafts  and  bills  for  collection  and  discount,  payable  at  the 
comiters  of  other  bankers ;  and  all  were  thns  daily  subjected  to 
heavy  demands  from  each  for  the  amomits  of  these  drafts  and 
bills. 

'These  mutual  demands  were  greatly  increased  by  the  checks 
and  bills  and  drafts  of  city  cu^toineis  :  so  tliutj  each  afternoon, 
every  bunker  was  called  upon  to  dioburse  largo  sums  of  bunk- 
notes  to  every  other  banker.  Payments  were  to  be  made  and 
received  between  more  than  forty  banking  establishments ;  and 
this  process  necessarily  involved  the  daily  use  of  very  great  sums 
in  bank-notes,  or  the  keeping  a  heavy  deposit  account  with  the 
Bank  of  England.  This  would  have  required,  if  notes  were 
used,  a  largo  proportion  of  the  actual  circulation  of  the  bank ; 
and,  of  course,  that  these  bankers  should  keep  this  large  amount 
in  that  disposable  form  which  would  prevent  their  making  any 
profit  upon  it.  Under  such  circumstances^  it  is  not  surprising 
.that  the  active  minds  of  the  bankers  recurred  to.  the  mode  of 
payment  which  we  are  about  to  describe.  It  is  not  now  my  pur- 
pose to  examine  the  steps  by  which  they  perft  cted  the  institu- 
tion of  the  Clearing-house,  but  only  to  exhibit  its  uses  and 
powers,  as  a  means  of  payment  or  liquidation,  as  managed  in 
the  state  of  perfection  to  which  it  has  been  now  brought. 

Every  man  who  purchases  and  sells,  who  receives  payments 
and  makes  payments,  finda  at  the  end  of  the  year  a  balance  for 
.or  against  himself  on  the  whole  year's  transactions,  small,  how- 
.ever,  in  comparison  with  the  sum  of  all  his  dealings.  If  be  takes 
credit  for  all  his  purchases,  and  gives  it  on  all  his  sales,  he  may 
apply  his  credits  to  his  debts,  and  thus  exdngnish  both ;  and 
that  would  be  perfectly  practicable,  if  his  purchases  and  sales 
are  made  with  the  same  person.  It  would  be  only  bahmcing 
their  books  of  account.  If  he  deals,  however,  with  a  great  many 
diftlreiit  persons,  both  in  purchasing  and  selling,  and  gives  and 
takes  credit  iu  every  trausaciiou,  he  lias  only  to  call  in  hi6 
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credits,  a&d  ni^  thd  proceeds  pay  bis  debts Irat  this  is  imprso* 
ticable  in  the  oompUcatiomi  of  bnainess,  unless  by  means  of  eir* 
onlating  credits,  such  as  bills  of  exchange,  promissory  notes, 
deposit  aooomits,  and  bankHnoteB.  The  concentration  of  paj- 
ments  at  London  arose  out  of  this  rantaal  interchange.  Very 
large  sums  were  to  be  paid  daily,  and  these  daily  payments 
were  an  adjustment  of  the  accounts  between  parties  who  had 
been  both  buyers  and  sellers.  One  class  of  merehaiits  have 
large  sums  coming  to  them,  but  they  owe  heavy  amounts  to 
others ;  hence  an  immense  accumulation  of  mutual  demands.  If 
all  these  had  met  at  one  banker's,  a  very  large  proportion  would 
have  been  extinguished  at  once  upon  hin  books.  Each  banker, 
however,  being  for  the  time  owner  of  all  committed  to  his  care, 
the  process  of  adjustment  was  modified.  All  mutual  claims 
meeting  upon  each  banker's  books  were  extinguished  there,  and 
the  bankers  became  creditors  and  debtors  of  each  other  for  all 
the  credits  and  debts  of  their  customers  which  had  not  met  and 
been  settled  by  the  parties,  creditor  and  debtor,  being  eostomers 
of  the  same  bank ;  and  this  very  large  indebtedness  was  that 
which  mm  intended  to  be  adjusted  and  paid  at  the  Clearing- 
house. Its  mode  ot  liquidation,  however,  deserres  more  par- 
ticular mention. 

Li  the  old  post«ollce  building  in  Lombard-street,  London,  is, 
or  was,  an  apartment  deroted  to  the  bnsinees  of  the  Clearing- 
house. This  establishment  is  kept  up  finr  the  benefit,  and  at  the 
expense,  of  certain  private  bankets  in  the  metropolis,  who  are 
associated  for  that  purpose.  As  the  institution  implies  a  very 
considerable  degree  of  mutual  confidence,  it  consists  only  of 
such  as  have  chosen  to  enter  into  the  mutual  arrangement.* 
Two  inspectors  are  appointed  to  preside  over  the  process,  to  pre- 
vent mistakes,  and  to  authorize  the  payment  of  balances.  Each 
banker  has  his  drawer  or  box  in  the  clearing-house,  and  each 
one  or  more  clerks,  who  carry  thither,  at  several  stated  hours 
on  every  day,  aU  the  claims  which  his  house,  up  to  that  time, 


'  It  haa  recently  admitted  into  it«i  circle  many  inatitations  formerly  ex- 
cluded, especially  the  juiut-stock  t^auka. 
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Lm  OIL  all  tbe  mt.  The  ve^eetm  dflrlUy  after  oWging  them 
on  their  halaaee"iheeta,  dn^  into  tiie  iawmn  of  each  hooee  all 
the  elaima  npon  it.   This  procew  is  oontunied  until  four  (/elock 

in  the  afternoon.  Then  each  clerk  finishes  a  balance-sheet, 
which  he  had  commenced  and  carried  on  as  the  claims  were 
deposited.  They  are  provided  with  alphabetical  printed  lists  of 
the  clearing  bankers,  with  columns  ruled  for  debtor  on  the  left, 
and  creditor  on  the  right  side.  Each  clerk  puts  the  name  of  his 
own  house  at  the  top  of  his  sheet,  which  exhibits,  when  finished, 
the  balance  which  his  house  owes  to  others,  and  what  others  owe 
to  it.  The  summing  up  at  the  foot  of  the  debtor  side  shows  how 
much  his  house  owes  altogether,  and  that  on  the  creditor  sido 
how  much  all  owe  to  it ;  and  the  balance  between  these  totals 
shows  how  much  his  honse  is  to  pay  or  to  receive.  This  amount 
each  derk  is  enabled  to  make  up  by  a  constant  inspection  of  the 
drawer  of  his  house,  where  he  finds  the  chums  against  it  as  thej 
come  in.  Every  bill  or  check  has  the  name  of  the  banker  or 
firm  to  which  it  belongs  written  across  its  face,  this  indicating 
to  whom  the  amoimt  must  be  credited.  They  keep  n  minnte  of 
the  claims  npon  every  house  as  they  deposit  tiie  evidences  in  the 
drawers,  and  thus  are  enabled  to  mak^a  balance  with  each,  and 
transfer  it  to  thdr  balance-sheet,  by  the  hour  of  fomr  o'dock, 
when  no  further  eutoles  are  permitted.  Thejthen  compare  thev 
balances,  which  must  agree,  or  there  is  error.  If  there  is  a 
balance  due  by  one  house  to  another,  it  must,  if  right,  be  the 
very  sum  which  that  house  claims. 

After  their  balance-sheets  are  all  made  up  and  verified  by 
comparison,  the  inspectors  make  up  from  them  a  general  balance- 
sheet,  by  debiting  each  bank  with  all  it  owes,  and  crediting  it 
with  all  the  others  owe  to  it.  The  balance  to  be  paid  by  each 
bank  is  placed  on  the  same  line  with  what  it  owes,  in  a  column 
on  the  debtor  side :  the  balance  to  be  received  by  each  bank  is 
placed  on  the  same  line  with  its  credits  on  the  creditor  aide. 
This  troneral  balance-sheet  further  verifies  the  individual  balance- 
sheets,  as,  if  all  is  correct,  the  sum  of  the  debtor  and  creditor 
columns  will  be  equal,  and  the  sum  of  the  balances  to  be  received 
and  paid  will  be  equaL  It  will  show  at  a  glance,  too^  what  each 
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creditor  bank  is  to  reoMve,  and  eiieh  debtor  baok  to  pay.  We 
subjoin  a  specimen  of  the  general  balance-sheets,  omitting  frac- 
tions. In  the  **  Supplement  to  the  Beport  on  Banks  of  Issaet" 
made  in  1841,  maj  be  fonnd,  at  page  820,  a  table  of  the  daSj 
payments  at  the  Olearing-hoose  for  eTery  day  of  the  year  1889. 
The  balances  paid  in  bank-notes  for  that  year  aYeraged  about 
seven  per  cent,  of  the  whole  sum  paid. 


DEUTOKg. 


Amounts. 


I  to  be 


NAMES  OF  THB 
BAM  KXB8. 


£2S0,000 
80.000 

50,000 

50,000 
110.0(10 
11(1.0(10 

6U,UU0 
280,000 

100,000 
110.000 
280,000 
150,000 
300,000 
];.ii.c.i)(i 

Sd.iino 
160.000 

60.000 

40,000 

00,000 
150,000 
80,000 
60,000 
40,000 
1  Kt.nno 
OO.OUO 


£3,000,000 


0E1BIT0B8. 


Amovnta. 


£20,000 
5,000 
10,000 
10,000 

5,000 


5,UUU 
S0,000 
10,000 


15,000 


^0,000 


£120,000 


Barrlay.  

llurii.'ird............. 

BoWttqnel.. 

Brown  

Carries)  

I)e  n  n  isoa  ........... 

FuUer............... 

Glyn  „  

lianburjM.,., 

lliinkoy  M... 

ilonc  

Lubbock  ............ 

Mutonnan......... 

Price 

RobMts«............ 

Rogen..... 

BtevenNiu  ....**•*• 

Spooner. ...... ...... 

Smitb.  

StOM  ................ 

Vera  M 

Weston. ........... 

Willis  


£260,000 
Tj.OOO 
100,000 
40,000 
45.000 
120.000 
120.000 
45,000 
360.000 
90,000 
116,000 
300.000 
160,000 
315.000 
110.000 

^J,ooo 

165.000 
55,000 
45,000 

65,000 

i;{5,ooo 

90,000 
65,000 
45,000 
160,000 

65,000 


reoeivwd. 


......... 

xioiooo 

10,000 

•»«■«•••• 
••••••••« 

5,000 

20,000 
10,000 
15,000 


5.000 
5,000 
5»000 
5,060 
MtS 

*io,ooo 

5,000 
5,000 

5,000 


£3,000,000 


£120,000 


The  balances  being  all  compared  and  found  to  agree,  c.icli  limise 
pays  at  once  into  the  clearing-house  the  general  balance  wliicli 
it  owes ;  and  as  the  whole  sum  to  be  paid  must  be  precisely  the 
sum  to  be  received,  any  one  who  owes  may  pay  to  any  one  who 
is  to  receive.  The  sums  thus  paid  arc  acquitted  in  notes  of  the 
Bank,  of  England,  except  the  fractions  of  balances  under  five 
pounds. 
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Mr.  ThcHDM,  one  of  tlie  iaspeetors  of  tbo  eLmring-hoiiBe,  st&ted 
before  the  bullion  eonunittee,  in  1810,  tbat  the  average  pay* 
nente  e&cted  daily  in  the  establisbment  amoonted  to  £4,700,000, 

and  that  the  average  daily  amount  of  bank-notes  rtMjuired  to 
pay  the  lialances  was  £220,000,  but  sometimes  the  balances 
were  equal  to  XoOO,000.  On  settling  days  at  the  stock  ex- 
change, the  amount  of  payments  at  the  clearing-house  "were 
stated  to  reach  XI  1,000,000.  If  we  take  the  former  sura, 
£4,700,000  (322,500,000),  as  the  amount  more  strictly  belong- 
ing to  commcrcp,  we  liave  a  weekly  payment  of  8135,000,000, 
a  raoiitlily  payment  of  ^580,000, OOO,  uikI  a  yearly  payment  of 
17,040,000,000 ;  and  all  this  effected  with  the  use  of  less  than 
five  per  cent,  of  the  amount  in  bank-notes.  Ihe  Clearing-honse 
bad  then  been  in  operation  for  thirtj-five  years,  and  daring  the 
twelve  years  before  1810,  the  immense  payments  above  indicated 
bad  been  made  without  the  use  of  gold  or  silver,  or  any  metallic 
money  of  any  kind,  and  by  the  aid,  for  payment  of  balances,  of 
bank-notes  not  redeemable  in  coin ;  of  bank-notes  not  redeem- 
able  in  anything,  and  only  reoeivable  at  the  bank  whence  tbey 
were  issued  in  payment  of  debts,  or  on  deposit.  All  these  great 
payments  were  in  addition  to  those  effected  at  the  Bank  of  Eng- 
land, at  the  coanters  of  the  private  bankers,  and  by  the  aid  of. 
bank-notes  ont  of  doors  in  the  oorrent  payments  of  trade,  and 
those  made  on  account  of  the  public  treasury.  It  is  probable 
that,  in  the -year  1810,  these  together  exceeded  the  amount 
acquitted  at  the  clearing-house  many  times;  perhaps  not  less 
than  $75,000,000  were  then  daily  paid  in  London  without  the 
use  of  gold  or  silver,  or  bank-notes  exchangeable  for  these 
.  me  tubs. 

The  business  of  the  Clearing-house  has  not,  we  believe,  in- 
creased ill  proportion  with  the  increase  of  the  general  buj.iucs3 
of  England.  The  deposits  of  the  Bank  of  England  now  gene- 
rally averap:c  £20,000,000.  If  these  deposits  were  moved  on 
the  avcraLTi  unce  in  each  week,  which  is  not  a  violent  presump- 
tion, as  immense  sums  change  lianJs  several  times  in  a  day, 
this  would  make  the  payments  at  the  bank  over  £1,040,000,000 
Ibr  the  year.  It  is,  perhaps,  equally  safe  to  say  that,  in  ail  other 
17 
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banks,  an  equal  movement  of  deposits  takes  place  in  tlie  current 
payments  of  business  ;  the  two  sums  making  the  vast  amount  of 
£2,080,000,000.  This  adiled  to  the  yearly  paymcnls  of  the 
Clearing-house,  makes  a  total  of  £3,000,000,000,  equal  to 
^1,440,000,000,000.  The  working  of  the  deposits  in  Scotland 
and  Ireland  would  greatly  increase  tliis  vast  aggregate. 

The  Clearing-house  had  not  been  the  suliject  of  much  remark 
until  the  Bullion  Committee  of  1810  examined  ooe  of  its  in- 
spectors, and  devoted  a  half-page  (sec  page  2.5'2)  of  their  report 
to  a  statement  of  his  evidence.  It  has  since  been  noticed  by  not 
a  few  continental  writers  of  repute,  and  also  by  many  in  Great 
Britain.  Previous  to  that  time  Henry  Thornton,  Esq.,  had 
spoken  of  the  establishment  in  a  note  near  the  end  of  the  third 
chapter  of  his  very  excellent  work  on  '-^ Paper  CredW  in  which, 
after  a  few  remarks  explaining  its  mode  of  operation,  he  sajs : 
«  This  deyice,  which  serves  to  spare  the  use  of  bank-notes,  may 
suggest  the  practicability  of  a  great  variety  of  contrivances  for 
sparing  the  use  of  gold,  to  ^eh  men  having  confidence  in  eaeh 
other  would  naturally  resort,  if  we  could  suppose  bank  paper 
to  be  abolished." 

How  strange,  that  he  who  so  well  understood  how  and  why 
^jwr  cndU  wsa  substituted  for  gold  and  silver  in  eommeroe, 
did  not  perceive  and  appreciate  more  fully  the  fact  that  tbe 
Clearing-house  was  an  institution  founded  on  the  necessity  of 
saving,  besides  time  and  trouble,  not  merely  gold,  but  even  cur- 
rency. Bank-notes,  although  a  vastly  more  convenient  medium 
of  {ia3-ment  than  even  gold  coin,  "were  yet  not  to  be  had  without 
an  efjuivalcnt  in  value ;  and  it  became,  in  the  estimation  of 
bankers  and  merchants,  important  to  save  the  use  of  them.  . 
They  were  an  expensive  article  to  keep  on  hand,  and  it  became 
needful  to  ascertain  how  far  they  could  be  dispensed  with  in 
payments. 

It  is  far  too  confined  a  view  of  the  operations  of  the  Clearing- 
house to  regard  them  as  a  mere  adjustment  between  the  bankers 
concerned.  The  banks  no  doubt  lend  their  own  capital  as  far  as 
it  goes ;  but  their  chief  business  is  dealing  in  the  commercial 
paper  of  their  customers.  Every  man  of  business  using  credit 
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hurgelj  finds  himself,  in  its  progress,  creditor  for  the  paper  ho 
takes,  and  debtor  for  the  paper  He  gires.  If  these  credits  and 
debts  were  compared  once  a  month,  once  in  three  months,  or 
once  m  year,  there  iroald  be  found,  perhaps,  no  large  balance 
eithei^  waj.  When  such  a  person  sends  all  his  credits  to  a  bank, 
it  is  chiefly  that  he  may  obtain  fSbcilities,  in  managing  these 
credits,  to  make  them  availftble  in  paying  debts.  He  appears, 
therefore,  on  the  books  of  the  bank  in  which  he  keeps  his 
.  accoont,  as  a  creditor  for  the  amount  others  owe  him ;  but  those 
who  are  his  creditors  for  the  amount  of  the  paper  issued  by  him 
have  also  thrar  accounts  in  ihb  same  bank,  or  in  others.  Each 
individual  is  able,  by  these  open  accounts,  in  the  manner  already 
explained  in  the  chapter  on  deposits,  to  apply  his  credits  to  the 
payment  of  his  debts  as  they  mature.  If  all  kept  their  accounts 
in  the  same  bank,  the  credits  and  debits  of  all  would  appear  on 
the  same  books,  and  the  clearing  would  be  done  on  these  books. 
But  as  there  are  many  banks,  and  the  customers  divided  among 
them,  the  banks  resort  to  the  expedient  of  the  Clearing-house, 
whicli  makes  them  one  for  the  very  purpose  of  wliich  wc  arc 
speaking.  The  claims  presente<l  by  each  bank  at  the  oflficc  of 
the  Clearing-house  are  merely  the  claims  of  its  customers ;  but 
these  customers  are  met,  at  the  Clearing-house,  with  all  the  claims 
against  them  maturing  on  that  day.  Thus,  every  day,  the  vast 
multitude  of  business  men  who  are  customers  of  these  clearing 
banks  have,  by  the  operation  of  this  clearing  process,  their  debts 
and  credits  balanced  and  extinguished  as  effectually  as  though 
Aey  had  met  in  the  same  bank,  and  on  the  same  books. 

By  this  process  the  customers  of  the  banks,  although  they  do 
not  pay  the  notes  or  paper  issued  or  accepted  by  them  until  it 
matures,  are  enabled,  by  the  facility  afforded  by  the  banks, 
to  anticipate  the  maturity  of  the  paper  which  is  payable  to  them. 
The  parties  keeping  accounts  with  one  of  these  banks,  and 
haring  their  notes  on  time  discounted,  have  a  fund  upon  which 
to  tow  to  meet  their  payments  as  they  mature.  They  draw 
upon  the  deposit  fund — the  proceeds  of  discounted  paper — for 
the  amount  of  these  payments,  and  the  bank  takes  up  the  ma- 
tured paper  as  it  appears  at  the  Clearing-house.    The  bank  is 
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reimbursed  when  the  discounted  paper  is  paid  in  money,  or  by 
the  return  of  the  credit  it  ^ gave  for  the  paper.    As  all  these 
banks  arc  engaged  in  the  same  business,  and  as  tlicir  customers, 
^Yhc•ther  country  banks  or  individuals,  remain  very  niucu  tho 
same,  the  result  of  the  whole  is  that  this  machinery  of  banks 
and  bank  accounts,  and  tho  processes  of  the  Clearing-liouse, 
enable  tlieir  customers  one  and  all  to  apply  their  credits  to  pay  ■ 
their  debts,  without  the  intervention  of  money.    To  the  extent 
that  their  customers'  credits  and  debts  are  er^ual,  they  can  be  . 
paid  and  extinguished  by  litfuidation,  or  set-off,  in  the  manner 
we  have  described ;  but  so  far  as  any  individual  has  more  coming 
to  him  than  he  owes^  or  owes  more  tiian  he  has  eoming  to  him, 
BO  far  a  balance  would  arise  to  be  settled  in  money  or  bank- 
notes.  Of  course  the  turns  to  be  thus  paid  would  together  be 
the  very  amounts  to  be  received ;  and  the  sum  of  the  balances 
thus  due  from  individuals  would  be  the  amount  of  bank-notes  to 
go  each  day  to  the  creditor  banks.  The  amount  of  the  daily  desr- 
ing,  then,  exhibits  the  amount  to  which  the  mutual  claims  of  all  the 
customers  of  the  banks  are  equal ;  and  the  sum  of  all  the  daily 
balances  is  the  sum  of  the  amounts  payable  to  certain  customers 
.  of  the  banks,  and*  the  sum  of  the  amounts  which  certain  other 
customers  have  to  pay.  These  balances  are  the  only  amount  which 
is  payable  in" money  at  the  Glearing-hoiise^  and  for  this  payment 
notes  of  the  Bank  of  Eng^d  are  always  employed.  In  the  year 
1889,  according  to  a  Parliamentary  Beport  of  1841,  the  whole 
amount  of  the  clearings  was  £954,401,600,  or  over  £3,000,000 
for  each  day ;  the  whole  sum  of  tho  balaneeri  iur  the  year  was 
Xt)G,2T5,600.    The  highest  sum  clcaicd  iu  any  mouth  was 
•    <£87,G10,500  in  August,  and  the  lowest  £70,833,800  in  Decem- 
ber.   The  largest  sum  of  balances  was  XG,o48,r>00  in  January, 
and  the  smallest  X4,75o,000  in  December.    Thus,  for  the  year 
the  customers  of  the  Clearing-house  paid  off  debts  among 
themselves  to  the  amount  of  £054,401,000,  a  sum  far  exceeding 
the  national  debt  of  Great  Britain,  without  any  use  of  gold  or 
silver,  and  with  only  £66,276,600  in  notes  of  the  Bank  of  Eng- 
land.   To  the  extent  of  £888,125,000,  the  debts  of  these  par- 
ties wcie  mutual  and  o^ual,  and  the  operations  of  their  bank 
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acconnta  balanced  and  cxtiniruished  them;  and  to  that  extent 
,  conuiiodities  had  paid  for  comiaodities.  The  effect  was  the  fame 
as  if  the  same  parties  had  kei)t  the  "whole  accounts  on  tlicir 
own  books  of  accoant,  and  bad  balanced  them  as  occasioa  re- 
quired. 

This  clearing  operation  amonn;  the  bank?*  is,  then,  one  of  the 
most  cfl'cctive  of  the  various  devices  of  the  credit  system  to 
eeonomize  the  use  of  money:  for  this  vast  amount  of  dcbt^ 
equal  to  ^'4,500,000,000,  was  paid  in  ft  year  withoat  the  use  of 
ft  single  coin.  So  far  as  the  Clearing-house  operations  extend,  the 
reeaU  is  nearly,  complete.  It  is  effected  tliroagh  more  compU- 
eations  than  «re  absolutely  necessary,  but  the  great  fact  is  mani- 
festy  that  ft  sum  equal  to  the  national  debt  of  Great  Britain  has 
been  paid,  without  employing  m  that  payment  .one  pennyworth 
of  gold  or  eilm.  This  resalt  has  been  reached  by  ftrery  simple 
principle  —  the  making  provision  for  men  to  npply  their  credits 
to  the  payment  of  their  debts.  Unassisted — tldit  is,  without 
some  special  arrangement  for  the  purpose— men  cannot  set-off 
their  credits  agfttnst  their  debts;  but  with  proper  management, 
it  can  be  done  with  even  more  facility  than  through  the  London  - 
bankers  and  the  Clearing-house.  As  two  men  mutually  indebted 
upon  book  accounts  can  balance  and  extinguish  their  debts,  so 
two  men,  holders  of  each  other's  promissory  notes  or  acccjjt- 
ancos,  can,  so  far  as  they  may  be  equal,  off-set  them  and  thereby 
extitifruish  so  raucli  debt;  so  two  banks,  mutually  indebted  upon 
the  lioics  of  each  held  by  the  other,  can  pay  and  di.'^charge  their 
respective  debts  to  each  other;  so  can  any  number  of  individuals 
or  banks.  It  is  simply  needful  that  persons  indebted  be  pro- 
vided with  a  mode  of  applying;  their  credits  to  the  payment  of  • 
their  debts.  This  process  is  susceptible  of  great  variety  in  the 
means,  and  of  very  wide  application.  It  is  upon  this  principle 
that  the  payments  of  foreign  trade  have  long  been  effected.  If 
the  United  States  and  Great  Britain  have  mutually  exported  to 
each  other  commodities  to  the  value  of  3100,000,000,  the  amount 
is  adjusted  by  the  familiar  process  of  bills  of  exchange.  He 
who  has  exported  commodities  to  the  value  of  $ 10,000,  is  paid 
when  he  Mb  a  bill  fw  the  amount   The  ftcUnstmettt  proceeds 
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afterwardB  without  any  further  troablo  mi  his  part  The  hUb 
are  coneentrated  in  a  few  hands  in  each  conntry.  If  a  house 
in  London  purchase  in  each  week  a  million  of  dollars  of  Ameri- 
can paper,  and  a  house  in  New  York  with  which  it  is  in  bosiness 
relations  parchasee  a  million  of  dollars  each  week  in  bills  on 
London,  it  is  easy  to  see  that  it  requires  no  money  to  pay  to 
each  other  the  two  millions.  As  business  is  generally  condnoted, 
the  bills  arc  forwarded  from  this  country,  and  the  respective 
claims  arc  balanced  and  extinguished  on  the  books  of  the  Lon- 
don liouse. 

^Vliat  is  thus  done  so  readily  between  nations  is  eflectcd  with 
equal  facility  between  the  different  parts  of  the  same  country, 
wherever  there  is  a  mutual  trade.  It  takes  place  in  the  United 
States  between  North  and  Soutlu  and  East  and  West,  and  be- 
tween our  chief  commercial  and  manufacturing  cities,  to  a  total 
amount  probably  five  times  greater  tlian  the  sum  of  our  foreign 
trade.  This  great  sum,  so  far  as  it  is  equal,  is  balanced  by  the 
processes  of  our  domestic  exchange  on  the  books  of  our  banks 
and  brokers.  Coin  is  only  used  where  there  are  large  balances 
to  pay,  as  in  the  foreign  trade.  The  large  payments  of  the 
United  States  in  a  year  greatly  exceed  §10,000,000,000,  and 
the  balances  paid  in  coin  would  not  ordinarily  reach  one  per 
cent  of  that  sum. 

The  credit  system  has  thus  accomplished  the  great  result  of 
separatbg  the  actual  sale  and  deliTcry  of  commodities — the 
actual  transactions  of  commerce  from  the  payments.  The  pro- 
gress of  civilization  and  priTate  integrity  hare  made  this  possi- 
ble ;  its  immense  advantage  is  such  sjb  not  only  to  secure  its  con- 
.  tinuancC)  but  to  make  it  a  very  strong  safeguard  of  commercial 
honesty.  Almost  the  entire  commerce,  foreign  and  domestic,  of 
the  whole  civilised  world  is  now  carried  on  from  day  to  day,  and 
year  to  year,  with  much  less,  we  believe,  than  one  per  cent,  of 
the  actual  values  exchanged  in  coin  or  bullion.  The  wiiole  of 
the  prices,  sales,  bargains,  books  of  account,  notes,  and  bills  of 
exchange,  are  expressed  in  money  of  account;  and  the  whole 
processes  of  adjustment  by  bankers,  brokers,  and  clearing- 
houses, are  all  stated  and  expressed  in  money  of  account. 
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The  credit  Bystem,  then,  mterrenes  whh  ite  Tarions  device^ 
of  books  of  aceoant,  promissory  Dotes,  bills  of  exchange,  bank- 
aotesy  bank  deposits,  clearing-houses,  &c.,  to  enable  the  parties 
who  haTO  bought  and  sold,  who  are  all  creditors  and  all  debtors, 
to  liquidate  their  debts  and  credits,  and  thus  extinguish  them  so 
ftr  as  thej  are  equal ;  that  is,  where  a  merchant  has  to  receiye, 
during  the  year,  8200,000,  and  to  pay  31l>0,000,  the  credit  sys- 
tem aJjuriis  tlio  whoie  sum  of  $090,000  by  paying  tlic  §10,000 
difference  iu  money,  and  extinguishing  the  8-^^0,000  by  set-off, 
or  liquidation.  Tlie  goods  which  go  out  of  tlic  manufactory  or 
warehouse  pay  for  those  which  come  in.  The  difference  only  re- 
quires money.  To  effect  the  exchange  with  advantage,  laborers, 
horses,  warehouses,  wagons,  drays,  canal-boats,  railways,  and 
ships  are  employed;  to  effect  the  payments,  gold  and  silver  for 
the  balances,  bills  of  exchange,  promissory  notes,  bank-notes, 
banks,  bankers,  and  all  the  devices  of  books,  checks,  and  clear* 
ing  or  balancing  accounts,  are  reqnisitc. 

The  economy  of  these  means  of  making  payments  is  scarce 
less  than  tliat  enjoyed  by  commerce  iu  the  means  of  transporta- 
tion above  mentioned.  To  make  the  daily  payments  of  the 
clearing-houses  in  gold  would  require  some  three  or  four  hun- 
dred tellers ;  in  silver,  an  army  of  some  thousands,  with  a  vast 
number  of  drays,  carts  and  laborers  for  its  reipoval.  The  cost 
ni  keeping  on  hand  such  a  quantity  of  the  precious  metals  would 
be  enormous  for  the  interest  alone,  besides  all  the  extra  expense 
of  tellers,  derks,  and  asdstanis.  To  save  this,  the  machinery  of 
credit  is  put  in  motion,  and  payments  are  effected  as  we  have 
described.  What  a  nation  imports,  it  pays  for  by  what  it  ex- 
ports ;  what  a  district  receives  for  its  consumption,  it  pays  for  . 
by  what  it  fumishee  for  the  consumption  of  others;  and  what 
an  individual  merchant  purchases  in  the  way  of  his  business,  he 
pays  i'or  by  wliut  l.c  ^-clls  in  the  way  of  his  business.  When 
coinetl  nuuu  y  is  used  in  these  transactions,  they  can  only  be 
carried  on  to  tiie  extent  that  such  money  can  be  obtained  for  the 
purpose,  and  with  that  speed  at  which  money  may  be  made  to 
circulate ;  but  when  credit  in  its  various  forms  is  used,  then  this 
business  finds  no  limit  bat  the  limit  of  human  industiy  in  pro- 
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^dadng,  and  Iranum  power  in  tnasportatkm  and  distribntiony 
and  human  integrit j  in  the  anbseqnent  proceiMB  of  payment. 

Sttoh,  howeTer,  is  the  magnitade  of  the  tranaactiona  of  modern 
commerce,  that  fuller  employment  is  given  to  a  much  larger 
stook  of  the  preeions  metals,  in  paying  oooaaional  balaneea,  than 
was  fiMnaerly  given  when  a  large  proportion  of  the  payments 
were  made  in  coin  or  bullion.  So  full  ia  this  employment,  that 
it  may  be  said  that  all  the  commercial  business  which  is  now 
Johc  without  the  aid  of  the  precious  metals  in  the  ])aynient8,  is 
so  much  of  iin  addition  to  what  would  be  done  if  they  were  ex- 
clusively employed. 

There  cannot  be  a  doubt  that  new  modes  of  economizing 
money  will  yet  be  devised,  and  that  the  power  of  the  credit  sys- 
tem will  continue  to  be  enlarged,  and  its  processes  perfectetl,  until 
much  of  the  friction  which  is  now  felt  in  the  business  of  pay- 
ments will  be  removed.  AVe  mav  hereafter  indicate  a  method 
of  effecting  some  beneficial  improvements  in  that  respect. 

It  is  true  that  the  credit  system  is  not  without  its  dithculties 
and  obstructions;  its  contriyancea  have  not  always  been  happy; 
its  devices  have  not  always  been  successful ;  and  the  needless 
friction  is  sometimea  terrible.  That,  however,  is  less  the  favit 
of  the  credit  BjBtem  than  of  thoee  who  undertake  to  point  out 
its  lawa^  and  to  manage  its  concerns.  It  is  demonstrable  as 
any  problem  in  mathematics^  that  if  men  were  as  honest  as  they 
should  be,  and  aa  knowing  as  they  might  be,  a  commerce  greater 
than  the  world  has  erer  seen  might  be  carried  on  by  the  sole 
use  of  well-derised  and  well-managed  institutions  of  credit. 

We  have,  however,  to  regard  the  subject  in  its  connections 
with  men  as  we  find  them  now,  and  as  they  are  likely  always  to 
remain ;  and  while  imperfection  and  selfishness  are  such  atriking 
characteristics  of  humamty,  we  shall  find  them  displayed  in  their 
worst  forms  in  the  management  of  property  and  credit.  The 
macliiiiery  of  the  credit  system  can  only  be  so  far  perfected  as 
the  interests  of  those  who  employ  it  will  permit. 
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I  2.  Clearing  hdvceen  the  hanks  of  Scoiland — Clearing  itcice  a  loeek  — 
Balawex  payable  in  exchequer  bilh,  notes  (<f  Ihe  Bank  of  England,  or  yuld 
—  Jianks  of  Scoff  and — Their  .sf/s-fcm  f>f  dijmsit,  and  its  inffitnire  iipon 
business — Slimtilt/s  to  punctual  it  t/  and  industry — Circulation  of  bank- 
notes in  Scotland  —  Ont  pound  notes. 

The  banks  of  Scotland  have  a  well-organized  system  of  clear- 
ing, or  exchanges,  among  themselTcs,  Tvbich  takes  place  twice 
a  week  alternately,  at  the  Bank  of  Scotland  and  the  Royal 
Bank  in  Edinburgh.  The  payments  are  made  in  excheqner  bills. 
Bank  of  England  notes,  or  gold,  at  the  option  of  the  payer;  but 
if  these  are  wantmg,  in  drafts  on  London  at  ten  days.  Exche- 
quer bills  are*  chiefly  used,  the  Bank  of  England  notes  being 
only  used  to  pay  the  fractional  parts  of  iSlOOO.  The  sum  of 
£400,000,  in  exchequer  bills,  is  apportioned  among  the  nine 
banks  associated ;  and  it  is  agreed  that  this  whole  sum  shall  be 
kept  in  the  circle,  by  each  one  keeping  up  its  proportion  of  the 
allotted  amount.  The  process  of  clearing  is  simply  charging  on 
the  clearing-books  each  bank  with  its  own  debts,  and  crediting 
it  with  its  own  credits.  Eacli  has  a  large  amount  to  pay,  nml  a 
large  amount  to  receive,  uinl  a  balance  to  pay  or  receive.  This 
clearing  includes  not  only  all  the  mutual  claims  arising  among 
the  bunks,  by  drafts,  collection  of  bills  of  exchange  and  promis- 
sory notes,  deposit  receipts,  and  checks,  but  also  the  claims 
arising  to  each  bank  U{)on  tlie  notes  of  tlio  otlicrs  received  ifi  the 
course  of  business.'  The  clearing  and  payment  of  the  balances 
completely  adjusts  all  claims  twice  in  each  week;  the  whole  mu- 
tual indebtedness,  however,  of  the  Scotch  banks  does  not  enter 
into  this  clearing.  The  banks  in  any  one  town  or  city  generally 
settle  among  themselves,  and  give  four  days'  drafts  on  Edinbur^ 
for  the  balances  which  are  adjusted  at  the  clearing.  This  sys- 
tem of  clearing  is  by  no  means  perfect,  but  it  is  scrupulously 
well-managed,  and  made  a  most  important  feature  in  the  wisely- 
conducted  banking  system  of  Scotland.  There  is  no  country 
^  where  there  is  more  reliance  upon  banks,  and  none  where  tfaey 
hare  more  powerfully  stimulated  the  productive  forces  of  the 

^  U.  Report  of  1841,  Banks  of  luue,  lotenogatory,  1083. 
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people.  We  oannot  but  remark,  that  whilst  there  are  strong 
objections  to  the  theory  of  the  Scotch  banks,  their  oonstitution 
Becores  a  very  safe  and  pradent  management.  In  fact,  they 
have  been  conducted  for  a  century  and  a  half  with  ahnost  un- 
equalled discretion  and  success.^ 

The  working  of  the  deposits  of  the  Scotch  banks  is  probably 
not  exceeded  in  efficiency  by  any  equal  amount  of  depositSi  and 
the  amount  is  probably  greater  than  elsewhere  in  proportion  to 
the  capital  of  the  banks.  The  system  of  cash  credits,  one  of  the 
chief  characteristics  of  theb  banking,  consists  Yirtually  in  giving 
to  their  customers  a  certain  amoant  of  deposit,  upon  which  they 
draw  at  pleasure,  and  upon  the  operations  of  which  an  interest 
account  is  kept.  The  customer  is  thus  deeply  interested  to  return 
the  amounts  drawn  by  him  w'nh  as  little  delay  as  possible;  and 
the  movements  of  the  deposit  accounts  are,  consequently,  rapid. 
The  banks  in  Scotland  regulate  tlic  amount  of  these  cash  credits 
by  the  actual  business  of  the  country,  and  by  the  effect  upon 
their  circulation.  The  bank  wliicli  ]M-reeiYes  increasing  indtbted- 
ncss  to  other  l^anks,  or  a  great  reduction  of  deposits,  is  warned 
to  contract  operations.  So,  if  the  banks  collectively  find,  by 
their  accounts  at  the  clearing,  that  their  general  indebtedness  is 
swelling  beyond  their  usual  means  of  payment,  they  arc  warned 
that  their  customers  are  over-trading.  Whilst  the  people  of 
Scotland  arc  trading  strictly  among  themselves,  and  within  due 
bounds,  their  payments  must  be  susceptible  of  easy  adjustment 
upon  the  books  of  the  banks  by  the  circulation  of  bank-notes^ 
the  settlements  between  banks,  and  the  Edinburgh  exchanges. 
In  a  wholesome  state  of  trade  or  production,  merchants  and  pr(^ 
dncers  sell  to  an  ainount  as  great  as  they  purchase;  the  amount 
they  haye  to  pay  is  no  greater  than  they  have  to  receive.  The 
baiJc  or  cash  credits  are  used  in  the  purchase  of  goods,  which| 
being  sold,  furnish  the  means  of  repayment.  There  is  no  over- 
tra4ing,  financially  speaking,  among  iniUviduals,  so  long  as  their 

*  Since  the  abore  was  written,  a  most  uiilmppy  e«se  of  bank  failaie  has 
OOOurred  at  Glasgow.  But  Scotland  has  loss  to  answer  for,  in  the  way  of 
hank  frauds,  tbun  any  country  in  the  world  whioh  hai  derived  ao  muck 
adTantage  from  baukd. 


LARGE  DEPOSITS.  267 

tales  are  eqnivaleiit  to  their  pnrohases ;  and  the  pajmonte  to  be 
made  through  the  banks,  in  saeh  a  bnsinem,  will  ereate  no  anduo 
indebtedneee  among  the  banks.  There  is,  in  like  mnnnGr,  no 
diffienlty  in  the  payments  of  any  city  or  district,  so  Imi^  as  its 
business  iurnisliLS  claims  upon  others  eijuivalcut  to  those  wliich 
are  presented  agiiinst  it.  If  Scotland  exports  to  an  iunoimt 
equal  to  her  imports,  there  will  be  no  inconvenient  paymciiis  to 
be  made  in  London  to  cover  a  deficiency.  So  long  as  the  trade 
between  individuals,  districts  or  cities  and  Scotland,  and  between 
the  rest  of  the  world  and  Scotland,  runs  nearly  even,  tlie  banks 
find  their  adjustments  easy  and  safe.  The  safety  and  efficiency 
of  the  Scotch  system  of  banking  consists  in  its  exhibiting  to  its 
managers  the  real  state  of  trade,  and  in  its  showing  clearly  the 
relation  between  the  course  of  trade  and  tbo  operations  of  the 
banks.  The  books  of  the  banks  keep  tbo  aoooimts  of  the  whole 
trade  of  Scotland ;  each  bank  represents  so  many  individuals  as 
are  its  eostomers,  and  so  far  as  its  customers  have  mutual  deal- 
ings with  each  other,  their  mutual  claims  meet  and  are  settled 
upon  the  books  of  the  hank ;  and  so  £u  as  the  claims  of  its  cus- 
tomers lie  against  those  who  are  eostomers  of  other  hanks,  it 
most  present  those  claims  against  the  bank  at  which  they  be- 
come payable.  So  that,  in  fact,  the  goods  are  moved  and  dis- 
triboted,  and  bought  and  sold  in  the  regolar  course  of  trade,  as 
best  sohsenres  the  interests  and  wishes  of  those  eoneemed ;  the 
payments  are  made  in  the  banks  by  that  process  of  acljostment 
to  which  we  have  adverted.  The  friction  of  this  machinery  of 
payment  is  so  little,  that  the  progress  of  indostry  and  produc- 
tion in  Scotland,  under  its  favoring  assistance,  has,  during  the 
last  century,  had  no  parallel  in  Europe. 

It  is  a  striking  feature  of  the  Scotch  system,  tliat  it  not  only 
dispenses  with  the  precious  metals  to  a  l  uaiarkable  degree,  as  a 
matter  of  economy  and  facility,  but  also  of  bank-notes  to  a  very 
great  extent,  as  other  facilities  can  be  found  which  arc  superior. 
It  is  estimated  that  the  ordinary  deposits  in  the  banks  in  Scot- 
land amount  to  jC30,000,0U<),  If  the  whole  sum  is  moved  but 
once  each  week,  it  effects  the  enormous  sum  of  Xl,r)GO, 000,000 
of  payments  in  a  year.   The  whole  bank-note  circulation  of 
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Scotland  seldom  exoeeds  £8^500,000,  or  only  one-ninth  of  tlie 
deposits ;  whilst  the  oirodation  of  the  Bank  of  England  is  gene* 
rally  larger  than  its  deposits.  The  superiority  of  the  Scoteh 
system  is  fully  shoim  in  this  donhle  economy  of  coin  and  notes. 
That  this  economy  is  the  result  of  their  system  of  management 
is  apparent  from  the  fact  that  banking  is  free,  and  that  there 
was  no  restriction  upon  the  issue  of  notes  until  the  Act  of  1844, 
which  only  restricted  tlieni  to  the  amount  shown  to  be  rc(|uired 
by  their  business  on  the  average  of  several  years. 

In  England,  coins  are  used  for  payments  below  X5 ;  in  Scot- 
land, £1  notes  form  over  two-thirds  of  their  currency ;  and  yet, 
in  Scotland,  the  whole  circulation  of  notes  is  not  greater,  in  pro- 
portion to  the  population,  than  in  England.  It  is  now  not  far 
from  one  pound  to  each  person  ;  but  if  £1  notes  were  issued  in 
England,  it  is  believed  that  £30,000,000  would  be  quickly  taken 
into  the  circulation,  which  would  make  two  pounds  to  each  per* 
son.  It  is  rather  rare  to  see  gold  coins  in  Scotland ;  their  £1 
notes  almost  supply  the  place  of  sorereigns.  That  the  people 
are,  in  this  respect,  well  satisfied  is  apparent  from  the  steady 
determination  with  which  they  defend  their  one>ponnd  currency 
against  the  jealous  attacks  of  English  currency-mongers.^ 

<  See  the  celebrated  letters  of  Walter  Scott,  on  the  currency  of  Scotland, 
under  the  nom  du  gxterre  of  Maiaohi  Malagrowther ;  II.  iieportof 
Bankn  of  Issue,  Appendix. 
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1 1  iloRil  A^Mknoil  til  ik§  Vmted  SMm-^  Charinff  hdtmn  1k§  hank8 
in  ihe  Vnikd  StaUa— Mutual  aeemtnia  wid  canttpoadenee—  SqHtrution 

of  sale  and  distribniiun  of  good*  from  paymeni^  —  DometUe  exdiange  — 
Balwic'  S  of  home  trade  —  The  correapondenls  of  banks  their  mode  of  clear' 
inrj  —  Mutual  debts  the  basis  of  this  adjustment —  The  system  of  clearing 
among  ihe  banks  of  New  EngUuvd  at  the  HiiJ/'oik  Bank  of  Boston, 

Iq  the  United  Stato8»  the  clearing  or  liquidation  among  the 
banks  of  all  mutual  claims,  except  those  arising  from  their  oireB« 
lation,  is  mainly  accomplished  on  their  ledgers,  and  by  their  cor- 
respondence.'   There  is  a  constant  necessity  for  this  corro- 

gpondcnce,  arising  from  the  mutual  transmission  of  drafts, 
cliccks,  promissory  notes,  bills  of  exchange,  &c.,  for  collection. 
Upon  these  collections  a  large  portion  of  their  mutual  demanda 
arise.  It  cannot  be  necessary  to  particularize  that  every  city  or 
district  of  country,  as  a  whole,  must  have  claims  upon  others, 
and  must,  as  a  whole,  be  indebted  to  others.  Tliese  mutual  de- 
mands are  entrusted  to  the  banks  for  collection ;  or,  what  is  the 
same  in  the  view  now  taken,  these  claims  are  purchased  by  the 
banks,  and  collected  for  their  own  account.  In  this  country 
the^c  payments  are  made  through  the  agency  of  the  banks 
almost  wholly ;  for,  when  exchange  brokers  and  merchants  inter- 
vene in  the  business,  they  generally  emploj  the  banks  in  some 
stage  of  the  process.  In  this  way  the  payments  arising  upon 
the  trade  between  the  £ast  and  the  West,  the  North  and  tho 
South,  and  among  the  great  cities  on  the  seaboard,  are  made 
upon  the  books  of  the  banks.  Whatever  sum  is  received  for 
account  of  anj  bank  by  another,  is  credited  accordingly,  and 
whatever  is  drawn  for  is  charged;  so  every  transaction  €i  debtor 
and  creditor  is  made  an  item  of  book  account,  which  runa  on 
from  year  to  year,  being  balanced  as  often  as  necessary  to  isak9 
out  the  balance-sheet,  or  state  of  the  bank.  So  far  as  tiie  respec- 
tive charges  and  credits  balance  each  other,  th^  mutual  in- 
debtedness is  paid,  and  the  claims  held  by  the  customers  of  the 

'  Sine*'  tfiis  wim  written,  rlf>arint;-hou8es  have  been  established  in  Pisila- 
delphia  and  New  York,  of  wiiich  some  notice  will  be  token  in  the  Chapter 
on  the  Banks  of  the  United  States. 
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one  bank  against  the  customers  of  the  other  are  discharged. 
The  effect  is  the  same  as  if  the  acooonts  had  been  kept  directly 
between  them ;  the  bank  has  acted  as  their  book-keeper.  This 
adjustment,  however,  among  hanks  has  s  wider  and  more  com* 
plex  operation,  as  carried  on  among  a  number  of  banks.  One 
bank  maj  have  on  its  books  accounts  with  one  hondred  other 
banks,  and  each  of  the  hundred  may  have  accounts'  with  as  many 
other  banks.  These  circles  of  banks  keeping  mutual  accounts 
may  be  ramified  over  the  whole  country,  running  from  the  far 
North  to  the  extreme  South,  and  from  the  East  to  the  far  West. 
The  operation  is  the  same  in  affording  a  facility  to  every  creditor 
to  present  his  claim  against  his  debtor  through  the  banks,  and 
to  every  debtor  to  make  payment  in  the  same  way.  The  banks 
in  this  business  may  be  taken  as  representing  the  locality  in 
which  they  are  severally  situated^  and  as  holding  the  credits  or 
chiims  of  their  enstomers  upon  all,  however  distant,  witli  wlioui 
they  dealt :  .^o  they  respectively  stand  ready  to  reteivcj  from 
their  innnediate  customer.-,  \vliatever  they  owe  to  all  others. 
This  is  the  domestic  excliange  of  the  country.  The  goods  have, 
by  the  action  of  nierehants  and  others,  been  bought,  sold,  and 
distributed  according  to  the  course  of  trade,  and  the  demands 
of  consumption ;  the  payments  are  reserved  for  the  agency  of 
banks  or  bankers.  Each  locality,  or  commercial  district,  is  cre- 
ditor for  what  it  has  sent  into  the  market,  and  a  debtor  for  what 
it  has  purchased.  The  commercial  paper  to  which  this  commerce 
has  given  rise  is  remitted  to  the  banks,  and  thus  every  bank 
will  take  credits  for  the  exports  of  its  district,  and  apply  those 
credits  to  meet  the  claims  upon  that  district  for  its  imports. 
These  domestic  payments  are,  then,  effected  upon  the  books 
of  ihe  bank,  as  already  stated*;  and  as  such  accounts  must  con- 
tinue to  run,  even  the  balances  may  remain  to  be  adjusted,  from 
time  to  time,  according  to  the  course  of  trade,  and  the  corre- 
sponding course  of  payments.  These  balances  may  be  trans- 
ferred to  any  part  of  the  United  States  by  mutual  checks,  draftsy 
Itc,  among  Uie  banks;  so  that  a  vast  adjustment  of  balances  must 
take  place  among  the  banks,  besides  the  accounts  to  which  tha 
immediate  transactions  of  theur  customers  give  rise. 
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This  adjustment  is  readily  accomplished  by  mntoxi  cheeks,  if 
the  trade  has  been  sound  and  equal ;  if  not,  it  maj  be  necessary, 
at  some  point,  to  pay  ultimate  balances  in  coin.  The  banks  in 
the  West  may  fall  largely  in  debt  to  those  of  the  East  for  goods 
purchased  for  Western  consumption ;  but  that  debt  may  be  paid 
by  drafts  of  the  banks  of  New  Orleans  upon  the  Eastern  banks, 
the  market  of  New  Orleans  being  that  at  which  a  large  portion 
of  the  customers  of  the  Western  banks  make  their  chief  sales. 
So  the  banks  of  other  districts  may  become  indebted  in  heavy 
balances  to  other  banks ;  but  they  can  meet  this  indebtedness 
by  large  credits  to  which  they  may  be  entitled  elsewhere. 

The  result  of  these  bank  accounts,  and  the  correspondence  by 
which  they  are  kept  up,  is  the  same  as  if  they  all  had  a  common 
clearinii-office,  at  which  each  should  he  debited  and  credited 
with  all  they  luid  to  pay,  and  all  they  had  to  rcceiv.'.  Each 
bank  account  would  then  l»e  similar  to  the  clearing  accounts  of 
each  banker  at  the  office  in  London.  The  effect  of  the  whole 
proceeding  in  our  banks  is,  that  the  liquidation  of  the  domestic 
exchanges  —  the  payments  resulting  from  the  domestic  trade  — 
is  accomplished  on  the  bank  ledgers,  and  the  balances  are  dis- 
tributed according  as  the  parties  are  entitled.  It  will  be  noted 
that,  taking  the  Avhole  of  any  series  of  transactions,  the  amount 
to  be  paid  is  tbc  same  as  that  to  be  received ;  they  arc,  of 
course,  equal.  The  balances,  however,  result  dlff'crently  at  dif- 
ferent times ;  and  there  h  a  continual  transfer  of  funds  taking 
place,  by  which  balances  are  paid  by  one  party  at  one  time,  and 
received  by  the  same.  ]m  rhaps,  at  another.  So  far,  however,  as 
in  this  business  the  banks  have  as  much  to  receive  as  to  pay, 
their  credits  are  equal  to  their  debits ;  and  their  books  suffice  to 
effectuate  a  mutual  discharge  between  them,  and  a. final  liquida^ 
tion  among  their  respective  customers. 

The  banks  also  keep  large  deposits  with  each  other,  as  thehr 
position  and  the  nature  of  the  trade  among  their  customers  may 
require.  It  is,  therefore,  found  to  be  an  advantage  for  some 
banks  to  make  actual  deposits  with  others,  for  which  they  are 
credited  in  account  as  for  sums  coUeoted  or  received  in  any 
other  way.   They  also  draw  and  are  drawn  upon  by  eadi  other. 


272 


EXCHANftBS  09  HBV  IVOLAND 


both  for  their  own  a^i^^^™^^^^*  ^®  iwtanoe  of  indi- 

viduals ;  all  which  gocn  to  their  rapectire  accounts,  and  to 
swell  the  sum  of  the  domeatio  exchanges  liquidated  on  the  books 
of  the  banks.  The  adYantage  and  facility  of  this  mode  of  adjust- 
ment is  greatly  increased  bj  other  modes  of  operating  between 
baoks  at  a  distance,  by  whidii  remittanoes.  to  vemote  points  are 
made  easy  and  prompt 

It  is  by  these,  and  similar  means,  that  the  payments  arising 
upon  the  commercial  operation  of  distribntrng  to  their  proper 
customers  the  cotton,  sugar,  and  other  prodncto  of  the  Soath — 
the  pork,  beef,  tobacco,  and  others  of  tiie  West-— the  mannfao- 
tored  fhbrics  of  the  North — and  the  Tarioas  articles,  mann- 
factured  and  imported,  of  the  cities  of  the  seaboard,  are  achtered. 
These  payments  are  eflfected  neither  by  gold,  nor  silver,  nor 
bank-notes.  The  goods  are  made  to  pay  for  the  goods.  Money 
of  uuy  kind  id  not  only  unnecessary  in  such  operations,  hut  an 
actual  and  serious  impediment  and  hindrance.  The  larger  pay- 
ments are  thus  made,  and  with  the  more  facility,  because  the 
number  engaged  is  snmlK  r ;  as  the  business  of  distribution 
widens,  and  more  pcrh  jiis  lake  part,  it  becomes  necessary,  under 
the  present  sy;itcm,  to  make  use  of  bank-notes,  and  occasionally 
of  coins. 

A  system  of  exelianges  prevails  among  the  banks  of  New 
Enghind,  which  may  be  cited  as  another  illustration  of  the  Opera- 
tion of  clearing.  It  is  too  frequently  regarded  as  merely  a  mode, 
on  the  part  of  the  banks,  of  redeeming  that  portion  of  their 
eolation  which  accnmnlates  at  Boston.  It  is,  however,  a  more 
important  arrangement  than  snch  a  description  suggests.  Boston 
being  the  chief  centre  of  trade  for  these  States,  a  very  large 
portion  of  the  bank<4iotes  flow  into  the  banks  of  that  city ;  and 
it  is  a  great  convenience  to  have  these  notst  redeemed  in 
such  manner  as  to  save  all  eiqiiense  and  time  in  sending  them 
home  to  the  issuers.  That  motive  was  most  influential  in  intnn 
daeing  the  plan;  and  with  the  eeimtry  the  operating  motive  la 
keeping  up  the  process  wae  the  security  it  afforded  against  over- 
issues by  such  banks  as  were  dispoeed  to  abuse  their  powers, 
and  because  it  f urthtr  amred  to  every  bank  that  anount  of 


Digitized  by  Google 


61TFV0LK  BANK  8T8TBM.  278 

curoiilati<iii  to  irhich  its  legitimate  tNuiness  gave  it  a  title.  But 
the  effeot  of  the  arrangement  was  more  important  than  this  con- 
Tenienoe,  or  this  seenritj,  indicated.  It  famished  a  knowledge 
of  their  respeotive  strength ;  it  gave  a  steadiness  of  movement, 
an  increased  pow^  of  accommodation  to  the  hnsmess  commn- 
nity,  their  onstomers,  which  was  of  mighty  advantage  to  the 
industry  and  trade  of  the  whole  region.  This  plan  originated 
in  an  agreement  among  the  hanks  in  Boston,  by  which  a  certain 
•  sam  furnished  by  the  others  was  lent,  free  of  charge,  to  the  Saf- 
folk  Bank;  in  consideration  of  which  that  bank  undertook  to 
receive  from  the  others  all  t'neir  country  bank-notes,  and  send 
them  homo  fur  payment,  or  arrange  with  the  issuers  for  their 
redemption.  The  Suffolk  Bank  succeeded  in  making  an  arrange- 
ment Tvith  the  country  banks,  by  which  all  their  indebtedness  at 
Boston  is  settled  at  that  bank.  Of  course  this  involved  large 
operations.  The  quantity  of  manufactured  goods  sent  by  the 
interior  to  Boston  is  immense;  antl  the  value  of  the  cotton,  wool, 
iron,  flour,  pork,  beef,  and  other  domestic  products,  and  of  the 
foreign  goods  oftcTcd  for  sale  at  Boston,  taken  into  the  country, 
must  also  be  immease.  Very  much  the  largest  portion  of  this 
trade  must  be  carried  on^  in  the  first  instance,  by  the  individual 
paper  of  the  respective  purchasers.  To  a  very  great  extent,  the 
paper  given  by  the  merchants  of  Boston  for  the  products  of  the 
interior  is  set-off,  in  this  adjustment  at  the  Suffolk  Bank,  against 
the  paper  given  by  the  country  merchants,  manufacturers,  and 
dealers,  for  their  purchases  in  Boston.  However  this  paper  may 
he  negotiated  or  circulated,  both  parties  rely  on  the  goods  they 
purchase  to  take  up  the  paper  they  ^ve  for  thein ;  and  the 
respective  claims  are  either  held  by  the  banks,  and  balanced  on 
th^  books,  or,  if  they  have  been  exchanged  for  bank-notes, 
thjase  are  exchanged.  The  various  banks  of  Boston,  according 
to  their  position,  and  as  their  convenience  or  interests  may  dic- 
tate, settle  among  themselvee  a  vast  amount  of  indebtedness ; 
but  all  that  does  not  readily  come  within  the  scope  of  these 
minor  adjustments  is  earxied  into  the  great  liquidation  at  the 
Suffolk  Bank.  In  this  way  not  merely  the  debts  which  the 
country  owes  to  Boston,  and  those  which  Boston  owes  to  the 
18 
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eottntiy,  are  settled,  but  New  Hayen  and  Hartford  present  their 
claims  upon  Portsmouth  and  Bangor  at  Boston,  and  so  the  latter 
upon  the  former.  The  Sufiblk  Bank  not  only  calls  upon  others 
to  pay,  bat  must  also  paj  to  otbers.  The  business  is  resolved 
into  a  general  adjustment  of  accounts.  In  the  long  list  of  banks* 
each  one  is  debtor  and  creditor :  the  list  of  the  debts  exactly 
balances  tbe  credits ;  bat  separately  some  fall  in  debt,  and  some 
bare  balances  to  receive;  and  as  the  balances  owing  are  the 
same  as  those  to  be  received,  being  in  fact  the  same  thing,  tbos* 
owing  hare  only  to  pay  into  the  Snffolk  Bank  their  adverse 
balances,  to  be  handed  over  to  those  holding  favorable  balances, 
and  the  whole  liqoidation  is  made. 

In  this  operation,  vast  as  it  is,  there  is  only  occasional  need 
of  gold  or  silver,  and  no  use  made  of  bank-notes,  except  to 
redeem  them.  In  the  great  and  direct  movements  of  domestic 
exchange,  by  which  cities  and  districts  settle  for  their  mutual 
purchases,  the  chief  agency  is  the  books  of  banks,  and  into 
these  books  the  whole  business  finds  its  ^vay;  the  operation  is 
completed  with  but  small  aid  from  eiiher  coin,  bullion  or  bank- 
notes. The  latter  enter  more  largely  into  the  business,  because 
they  are  issued  for  circulation,  and  are  thus  used  until  they 
arrive  in  banks  -wliich  employ  them  as  a  set-ofl'  against  their 
own.  It  is  not  necessary,  however,  for  the  successful  accom- 
plishment of  this  business,  that  the  banks  which  conduct  it 
should  be  anything  else  than  banks  of  deposit  and  discount, 
without  specie,  and  without  the  power  to  issue  notes.  In  this 
oasOy  the  only  change  in  the  business  would  be  that  the  place  of 
the  notes  would  be  supplied  by  checks  and  dr«£b.  The  parties 
who  receive  and  deposit  the  notes  would  draw  upon  their  debtors 
for  the  same  amount,  and  receive  it  through  the  banks,  thereby 
giving  to  the  deposit  banks  the  same  amount  of  claims  npon 
each  other  as  the  notes  would  give  to  banks  of  eircolation.  1% 
18  not  intended  to  say  that  the  notss  are  not  the  most  conv6* 
nient,  but  sunply  that  this  great  discharge  of  mntual  obligatioiis 
is  not  dependent  on  them  for  efficacy.  Other  means  of  effecting 
it,  with  even  superior  facility  and  economy,  may  yet  be  found* 


CHAPTER  XII. 

FAIRS. 

Ceunvnercial  Fairs —  Their  (ifjtnctj  in  rommtree —  Coidiiiued  on  ilie  con  fines 
of  Asia  and  Europe — Kiachta  —  Xijni  Xotgorod  —  Kirf — Conrcntra' 
lion  of  pai/menls  —  Fairs  of  Lyons  —  Payments  of  Lyons  —  Mode  of  pre- 
paration —  TJit  opening  —  Mode  of  conducting  —  Yiramfn  de  partie  —  S^- 
ting-off  ddA»—lhgymeni  f^lmlcmeU'—ReaiiiUt'-'Raiim^ 
—  The  Fain  ^  N<9ti  imd  vlfhen  in  MtUjf  chiefly  fw  ike  pwpote  qfpojf- 
meni** 

The  origin  of  the  fairs,'  or  periodical  markets,  vihkh.  for  cen- 
turies constitated  a  chief  feature  of  the  commerce  of  Europe  and 
Asia,  is  of  remote  antiquity.^  In  the  13th,  14th  and  loth  cen- 
turies, the  greater  part  of  the  commerce  of  Europe  was  accom^ 
plishod  at  fairs.  Thousands  of  these  markets,  shorn  of  their 
importance  and  magnitude,  are  yet  held  on  those  contments 

'Fairs  arc  thus  defined  hy  Siivurj :  —  "A  concourse  of  merchant'',  of 
maniifacturors,  of  arti/.fins,  of  workmen,  and  of  many  others  of  every  con- 
dition, and  of  every  profession,  inhabitants  and  strangers,  who  meet  every 
year  at  a  special  pkee;  and  at  a  epeeial  tine ;  tone  to  bring  thither,  sell 
aa^delim  their  goods,  maaofiustures,  works,  meiehandlse,  and  pro?i8ioao ; 
ittben  to  make  their  pnrohaaes,  and  some  sblely  through  enrioeity,  and  for 
the  sake  of  the  amusements  generally  enjoyed  at  these  sorts  of  assemblies." 
'^Didionnaire  (hi  C'tmmrrri',  "Fnire." 

"  The  fairs  of  Lyons  have,  according  to  some  French  writers,  an  anti([inty 
as  high  as  the  period  of  Roman  doiuiuation  iu  (iaul. — Duchame,  An(i<iiiii<f 
des  Vilies.  A  summary  of  thoir  history  may  be  found  in  Encyclo.  Metho- 
cUgiie  Ommereet  voL  ii.,  p^go  140. 

*  Not  less  tbsA  500  are  jet  enumerated  as  existing  in  Fraaee,  and  up- 
wards of  70  in  Belgium.  It  may  be  said  they  subsist  with  diminished  im- 
portance throughout  Europe ;  they  have  dwindled  most  in  Great  Britain. 
In  many  parts  of  Asia  and  Africa  they  remain  in  full  vigor.  It  is  in  the 
.    memory  of  many  yet  liviog,  that  fairs  were  held  in  this  country,  especially 
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those  best  inaintain  tHeb  importance,  whose  locality  b  in  Asam, 
or  on  the  confines  of  Eorope,  and  among  u  people  whose  civilisa- 
tion, industry,  and  facilitieB  for  trade,  correspond  idih  the  state 
of  Europe  in  the  Middle  Ages.   The  chief  part  of  the  commerce 

between  Russia  and  China  is  now  carried  on  at  the  Fair  of 
Kiachla,  in  Mongolia,  on  the  frontiers  of  Cliina.  The  Russians 
carry  to  this  fair  furs,  skins,  Russia  leather,  woollen  cloths,  Ger- 
man and  llujjsian  hcav}'  linens,  cattle,  and  the  precious  metals, 
■vvliicli  they  exchange  i'ur  tea,  silk  raw  and  manufactured,  porce- 
lain, sugar,  rhubarb,  nankins,'  musk,  kc.  The  Fair  of  Xijni 
Novgorod,  in  Russia,  is  still  the  mart  of  a  great  trade ;  its 
transactions  have  been  estimated  by  some  writers  as  liiirh  as 
$100,000,000  in  the  six  or  eight  weeks  during  which  they  last. 
The  actual  sales,  at  the  Fair  of  1849,  exceeded  $45,000,000. 
The  Fair  of  Sinigaglia,  in  Italy,  retains  also  a  large  trade ;  the 
value  of  its  exchanges,  as  late  as  1834,  being  estimated  at 
^16,000,000.  It  is  very  apparent  that  the  concentration  of 
merchandise  and  merchants  which  such  an  immense  business  im- 
plies mnst  afford  extraordinary  facilities  for  trade,  the  making 
of  payments,  and  indeed  all  kinds  of  mntnal  adjustment. 

In  many  parts  of  Russia,  Poland  and  Germany,  where  the 
fiicilities  of  comrikerce  are  not  even  now  equal  to  those  of  France 
and  Italy  two  or  three  hundred  years  ago,  some  of  the  fairs  are 
continued.  To  those  motioned  above  may  be  added  that  of 
Kief  on  the  Dneiper,  in  Russia.  Besides  its  fairs  for  merchan- 
dise, it  has  an  annual  assembly  fur  payments,  which  lasts  from 
the  10th  to  the  80th  of  January.  In  that  of  1804,  there  were 
present  941  proprietors,  149  merchants,  and  144  clerks.  The 
payments  of  that  year,  estimated  by  a  duty  of  a  hslf  per  cent. 

in  oonn6Ction  with  horse-racing ;  hut  they  never  took  di-cp  root  hero.  Tiieir 
ezwlBDce  is  considered  as  an  index  of  the  state  uf  civilization  :  and  it  is 
observable  that,  in  those  countries  where  they  most  flourish  at  the  present 
day,  the  stat*  of  industry,  trade,  and  the  progress  in  civilization  is  alx)ut 
that  which  existed  in  Europe  during  the  Middle  Ages.  But  that  tiioy  btiil 
flourish  in  some  port*  of  Fnuicw  is  evideDt  from  the  fact  that,  in  1833,  about 
S0,00o  persons  attended  the  Fair  of  Beaneaira,  and  that  bavinees  waa  done, 
on  that  ooMmon,  to  the  amount  of  $30,000,000.  They  prevail,  to  some 
extent,  in  Mexico. 
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lefied  upon  them^  aanomited  to  22,659,000  ronbles,  equal  to 
abont  $16,994,250.  This  turn  mast,  of  conne,  have  been  set- 
tled in  twenty  days. 

Merchants  found  that  a  very  great  proportion  of  their  pay- 
ments could  be  most  conveniently  made  at  certain  fairs;  and 
that  whore  it  was  most  convenient  for  uU  to  pay,  it  became  most 
desirable  for  all  to  receive.  Bills  of  exchange  were  generally 
made  payable  at  the  various  fairs:  these  wero  held  at  intervals 
of  from  three  tn  twelve  months,  and  the  bills  were  made  payable 
at  the  fairs  whither  the  parties  generally  resorted.  A  very  i^reat 
concentration  of  payments  consequently  took  place.  In  many 
instances,  the  payments  effected  at  the  fairs  vastly  exceeded  in 
amount  the  actual  sales  of  commodities,  and  became  the  object 
of  special  attention  and  legislation. 

Tbe  modes  of  effecting  payments,  in  the  days  when  fairs 
were  in  the  lieight  of  their  importance,  were  various  and  multi- 
form in  different  countries,  and  even  in  the  same  country.  If 
no  special  modes  of  payment  or  adjustment  were  resorted  to  for 
tbe  purpose  of  saving  time  and  expense,  tbe  vicinity  of  parties 
brought  thus  into  contact  enabled  them  to  give  to  their  goods, 
and  to  money,  a  circulation  of  tenfold  rapidity. 

We  refer  to  the  methods  and  processes  of  the  pathbnts  at 
Lyons  as  a  spedmen  and  illustration  of  the  mode  of  adjustment 
pursued  in  these  commercial  assemblages  of  the  Middle  Ages. 

The  fairs  at  Lyons  were  among  tbe  most  important,  in  their 
day,  of  any  in  Europe.  There  were  held  in  that  city  four  in 
each  year:  Kings,  or  Epiphany,  began  in  January;  Easter  in 
April ;  August  in  that  mouth ;  and  All  Saints  in  November  ; 
Four  "  payments"  were  also  held,  one  for  each  fair.  The 
Epipliuny  rayments  were  held  in  all  March;  those  of  Easter,  all 
June;  tho.^^e  of  August,  all  Se|)teniber ;  and  those  of  All  Saints, 
all  November.  Engagements  to  a  vast  amount,  arising  out  of 
other  transactions  than  those  which  occurred  at  the  fairs,  were 
made  payable,  at  these  Payuients,  by  bills  of  cxchanL'C,  book 
accounts,  and  otherwise.  Those  who  resorted  thither  either  for 
the  business  of  merchandise,  or  for  the  payments  of  commerce 
eairied  on  elsewhere,  opened  an  account  in  their  books  with  each 
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PaTment  by  name.  This  exhibited  irhat  snniB  the  aeeountant' 
had  promised  to  pay,  and  whal  sums  others  had  agreed  to  pay 
bim  at  eacb  Payment,  and  the  names  of  the  persons,  debtors 
and  creditors.  The  balance  of  this  account  showed  at  once  ho^Y 
much  each  merchant  had  to  pay  more  than  ho  was  to  receive,  or 
to  receive  more  tlian  he  was  to  pay,  at  each  Payment.  Eills 
drawn  payable  at  future  Payments  were  expressed  thus :  "Pay 
to  A.  B.  at  next  Emter  PaifmnitSj'^kc;  or,  if  Easter  Fair  had 
begun,  and  it  was  intended  the  money  should  be  payable  at  tlic 
Payments  of  the  same  fair,  it  was  expressed*:  the  current 
£astcr  Payments.''  Much  of  the  business  done  at  the  fairs  was 
upon  a  credit  of  three  or  six  months,  and  made  payable  at  the 
proper  Payments.  A  very  large  proportion  of  the  sales  were  for 
cash ;  that  is,  payable  at  the  Payments  immediately  ensuing  tho 
fair.  The  parties  who  had  made  up  their  accounts  for  the  fair 
previous  to  their  coming,  continued  their  entries  in  the  same 
a4MSonntof  their  debts  and  credits,  as  they  multiplied  by  the 
transactions  of  the  fair>  until  it  closed.  Those  parties  who  could 
not  attend  in  person,  or  wbo  preferred  it,  were  allowed  to  send 
their  accounts,  duly  authenticated,  to  be  presented  by  an  agent 
duly  authorised. 

At  this  assemblage  of  all  the  prindpal  merchants  of  Lyons, 
and  of  those  from  other  parts  of  Fhmee,  and  from  foreign  ooun* 
tries,  every  PAYMENT  was  opened  with  ceremony.  The  Provott 
Marchand  came  to  the  exchange  with  bis  Register,  and  six 
Syndics — two  French,  two  Italians,  and  two  Swiss  or  Germans 
—  and  then,  after  a  short  discourse  to  the  assistants,  recom- 
mending probity  in  trade,  and  observance  of  the  law^,  customs 
and  usages  of  the  place,  the  lu\v>,  customs  and  usages  were  read, 
and  the  clerk  drew  up  a  procea  verbal  of  the  opening  of  tho 
Payment.^ 

*  "  It  is  admirable  to  see  the  manner  in  which  the  bankers  and  mcrchanta 

of  Lyons  ninkf'  their  aeceptanoos  and  payments  nnion^  tljomselvcs  "f  tli*) 
bills  of  exchange  which  they  draw,  and  which  are  remitted  to  them  fruia 
every  part  of  Europe,  payable  at  tho  Payments;  for  there  will  bo  paid 
sometimes,  in  two  or  three  hours,  a  million  of  livres,  without  disbursing  a 
penny  ia  money:  that  is  indeed  surprising  to  those  who  do  not  know  how 
it  is  effected.  It  maj  not  be  oot  of  place  to  explain  it  here. 


t 


Digitized  by  Google 


METHODS   OF  PAYMEKI 


279 


The  first  five  days  were  devoted  chiefly  to  the  presentation 
and  aeceptance  of  sitoli  hills  as  were  not  previonsly  accepted : 
on  the  third  daj,  howoTer,  a  special  meeting  was  held,  at  which 

^    »  

*'  The  opening  of  every  Pa^-nient  is  niaJe  on  the  first  day  of  the  month, 
excepting  holy  days,  for  each  one  of  the  four  ftnnual  Pajnents.  During 
two  honri  each  day  set  apart  for  that  purpose,  is  held  an  asscmLly  of  tlie 
principal  inerchanta  of  the  place,  both  French  and  Ibreigu,  in  the  jtrs-jience 
of  the  Provost  of  merchants,  or,  in  his  absence,  before  the  oldest  magistrate 
pneent,  in  which  aseembly  commences  the  acceptance  of  bills  of  exchange 
payable  at  the  current  payment  This  oonUnaee  till  the  eiztb  day  of  the. 
month  inolusWe,  after  which  ^e  holders  of  bills  may  protest  them  for  non- 
acceptance  during  the  rest  of  the  moDth. 

"  Formerly  acceptances  were  made  TCrbally,  and  not  by  writing ;  hut 
the  bankers  and  merchants  of  Lyons  carried  a  little  hook  called  a  bikax, 
in  whicli  to  make  acceptances.  They  entered  in  it  all  the  bills  of  exehan;;!! 
drawn  upon  them,  and  which  were  jjrewented  by  those  who  were  the 
holders.  An  acceptance  vas  signified  by  the  mark  of  a  cross  on  the  mar" 
gin  of  the  book  in  which  tiiey  bad  registered  the  ImU,  which  denoted  that 
the  bill  was  accepted ;  bat  If  they  wished  to  deliberate  whether  they  would 
aceept  the  bill  or  not,  they  pat  a  letter  V  on  the  margin,  which  signified 
(vifySeon)  t!i;it  it  had  been  presented;  and  when  they  refused  to  accept, 
tbey  put  P.,  which  si^^^nified  (sous  protest)  that  it  was  under  protest; 
that  is  to  say,  that  he  who  was  the  bearer  ought  to  protest  it  within  three 
days  after  tiie  current  Payment,  that  is,  on  or  before  the  third  of  the  fol- 
lowing month. 

*'  But  now  acceptanoes  are  made  in  writing,  in  pursasnce  of  the  third 
artiole  »f  the  law  of  June,  1667,  fur  reasons  which  win  be  menUoned  in 

their  place. 

"On  the  third  day  of  the  month  of  Payment,  thej  fixed  the  rate  of  ex- 
change between  Lyons  and  all  foroiirn  places.  This  was  done  at  a  meeting 
of  merchants,  foreign  and  domestic,  in  prcdcnoc  of  the  Provost  of  merchants. 

"On  the  sixth  day,  the  business  of  payment  commenced,  and  continued 
until  the  last  day  of  the  month  inclusively,  after  which  no  entries  in  their 
bilans,  or  book  of  payments,  conld  be  made;  and  if  any  were  made,  tbey 
were  held  to  be  void  aooording  to  law. 

"  The  Payments  of  each  day  were  commenced  by  the  merchants  and 
bearers  of  bi Ian  in  the  hall  of  the  exchange,  at  ten  o'clock  in  the  morning, 
and  terminated  at  half-past  eleven,  after  which  hour  no  further  payment 
was  allowed. 

**The  mode  of  proceeding  was  as  follows:  —  The  bankers  and  merchants 
carried  to  tho  exchange  their  bilan  of  debit  and  credit ;  that  is  to  say,  a 
book  in  which  they  bad  written  on  one  side  what  was  due  to  them,  and 
upon  the  other  what  they  owed.  Tbey  addressed  ihemsehes  to  those  to 
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the  rate  of  exchange  between  Lyons  and  all  other  places  in 
France  or  abroad  was  settled  and  fixed  for  the  corrent  Pay- 
ments, by  a  plurality  of  voices.  After  the  fifth  day  no  more 
bilb  codd  be  aecepted;  and  before  the  meeting  of  the  sixth  day, 
all  the  acconnts  for  the  Payment  must  be  definitely  written  out 
and  closed.  These  accounts  were  termed  biIiANS,*'  being  not 
mere  loose  leaves,  but  sheets  carefully  fastened  or  bound  up 
together.  A  bakmee  once  made  up  and  submitted  could  not  be 
altered ;  and  its  proprietor  was,  by  the  regulations  of  the  Pay- 
ments, held  responsible  for  the  correctness  of  his  ciitrics.  Such 
was  the  character  of  those  admitted  to  those  r.iyincnts,  that  a 
balance  stated  in  this  way,  says  an  excellent  writer  on  com- 
merce, who  visited  Lyons  while  these  fairs  were  yet  in  full  vigor, 
"carried,  during  my  residence  in  that  city,  as  much  credit 
among  the  merchants  of  the  place  as  if  the  same  h.id  been  done 
with  witnesses  by  a  public  notary."  Those  whose  business  did 
not  admit  their  being  the  bearers  of  bilans,  were  permitted  to 
send  iu  their  debts  and  credits  by  any  broker  or  banker  who 
would  become  responsible,  by  adding  them  to  lii^  own. 

All  the  preliminaries  being  accomplished,  on  the  morning  of 
the  sixth  day  the  bearers  of  these  little  books,  or  prepared  state- 

vliom  th'-y  wcro  in  debt,  and  gave  thom  for  dobtor?^  one  or  more  of  those 
w  ho  own!  thciii  u  like  i?uin  :  this  debt'T,  or  debtors,  bi'inj;  accepted  in  their 
place,  tiie  Hukstitution  was  catered  io  their  books,  and  the  debt  was  ro;;ardcd 
as  paid.  AU  parties  did  the  Mtme,  and  so  the  paj-ment^  proceeded.  At 
the  end  of  the  moDtb,  those  vho  owed  more  than  was  due  to  them  paid  the 
amoant  in  ready  money  to  the  holders  of  bills  who  bad  more  coming  lo' 
them  than  they  owed. 

•*  The  bills  of  exchange  payable  at  tho  payment,  and  not  paid  before  the 
last  day  of  the  month  inclusively,  were  to  be  protested  within  the  three  first 
days  of  the  folb^wiiif;  munth. 

"  If  a  banker  or  im  rchant  aocustouied  to  carry  a  book  at  tlio  place  of 
payment  meets  vvitii  no  one  willing  to  accept  him  as  a  debtor,  during  tho 
time  of  payment,  he  is  repnled  to  have  failed.  There  is  no  place  in  the 
world  where  merehanbs  are  more  ready  to  give  credit  than  at  Lyons ;  so, 
also,  there  ie  no  place  where  payments  are  more  panottially  made ;  for,  if 
the  time  of  payment  is  permitted  to  pass' one  day.  tho  credit  of  the  party  is 
lust,  and  he  ia  accounted  as  bankrupt."  —  I'arfaU  Xcgo^iatU,  ]^  J, 
£>avarjft  ^to,  1777  i  tome  i.,  chap,  xii.,  p.  257. 
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ments  asflembled  at  tbe  exchange  as  tlie  clock  struck  ten,  and 
afterwards  upon  each  day  not  a  holy  day  at  the  same  hour,  to  be 
adjourned  at  precisely  lialf  after  elcvoii.  In  this  assembly  every 
one  present  met  his  debtors  and  liis  creditors,  or  those  who  ap- 
peared for  them.  The  mode  of  adjustment  adopted  was  for  each 
one,  by  inspection  of  his  book,  to  ascertain  in  w^hat  way  he  could 
best  apply  his  credits  in  discharge  of  his  debts :  the  usual  man- 
ner of  proceeding  was  by  debtors  procuring  the  assumption  of  their 
debts  by  those  who  were  indebted  to  them.  A.  owes  B.  a  thou- 
sand, and  B.  owes  C.  fifteen  hundred,  B.  asks  A.  to  assume  a 
thousand  of  his  debt  to  C. :  the  latter  accepts  the  assumption, 
and  a  tliousand  is  thus  paid.  By  comparing  books,  it  is  per- 
ceived that  D.  owes  a  large  sum  to  E.,  the  latter  a  like  sum  to 
F.,  the  latter  a  like  sum  to  G.,  the  latter  a  like  sum  to  H. ;  and 
all  beiag  met,  it  is  agreed  that  these  sums  shall  be  acquitted  by 
a  payment  from  B.  directly  to  U.^   In  all  cases  tbese  under- 

'  The  act  of  writing;  oflf  debts,  or  making  these  assumptionfl,  was  called, 
technically,  a  viremcn  de  parlie,"  a  term  in  much  use,  aud  of  pregnant 
mennin*;,  in  Eurupcan  commerce  a  few  centuries  ago. 

"According  to  article  fourth  ef  the  law  of  1667,  the  bnsinesB  of  transfer- 
ring, paying  or  wtHing^S  debts  was  to  commence  on  the  sixth  day  of  eveij 
payment;  bat  aocording  to  usags,  no  written  entries  were  made  in  their 
books  until  the  sixteenth. 

"  The  viremms  de  parties  are  transfers,  or  set-offf*,  \Thich  the  bankers  and 
nirrcliants  make  amonj:^  thpmselvcs,  liy  moans  of  which  they  pay  in  ft  mo- 
ment consiUerahle  sums  with  little  or  no  iiioncy.  ' 

*'  To  accumplisb  easily  tbese  payments,  or  set-offs,  the  bankers  or  mer- 
ehants  who  frequent  the  exehsnge  make  a  "bilan/'  or  statement,  for  every 
||iiyment  in  whieh  they  enter  to  their  debit  the  sums  which  they  owe,  aod 
the  names  of  iboee  to  whom  they  an  ia  debt;  and  to  their  credit  the 
some  which  are  doe  to  tbcm,  and  the  names  of  those  who  owe  them.  When 
they  commence  paying,  they  look  upon  tbe  debtors  of  the  person  who  owes 
them  as  tlioir  own  debtors,  and  the  creditors  of  the  person  to  whom  they 
are  in  deiiL  :is  their  own  creditors." 

The  author  here  furnishes  the  model  of  a  transfer,  or  set  off,  winch  makes 
the  matter  no  pUuner  than  to  say  that  some  two,  three  or  more  persons 
find,  by  inspection  of  their  books,  that  they  are  debtors  and  creditors  of 
each  other  in  such  way  that  they  can,  by  a  transfer,  or  by  S8som1>tion,  of 
one  of  the  parties,  pay  off  or  extinguish  two,  three  or  more  debts.  It  is 
plain  enough  that  when  A.  owes  B.  a  sum  of  money,  and  B.  owes  C.  the 
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takiogs  are  forthinth  entered  upon  the  book  in  tlie  hands  of 
eaoh,  80  that  the  books  contmue  to  exhibit  the  exact  progress  of 
the  adjustment,  and  the  state  of  indebtedness  np  to  tiie  close  of 

the  payments.  It  is  impossible,  by  any  description,  to  trace  the 
processes  by  "which  parties  thus  Situated  could  finally  rcdnco 
their  indebtedness  to  the  mere  Ijalaiiccs  wliicli  each  ouc  liad  to 
receive  or  pay  more  tlian  ho  owed,  and  till  it  was  seen  tliat  tho 
balances  to  be  paid  were,  in  the  a;;gregate,  the  same  tliat  wcro 
to  be  received,  bein^  in  fact  the  same  tiling.  It  i.s  obvious  that, 
80  long  as  any  one  who  owed  anything  had  any  amount  coming 
to  him,  he  could  apply  it  to  his  debt ;  and  the  adjustment  would 
only  cease  when  the  debtors  present  had  no  furllu  r  credits  which 
they  could  apply  to  the  further  reduction  of  their  indebtedness. 
They  could  do  nothing  more  than  pay  the  balances  of  their 
several  accounts  to  whomsoever  they  might  have  become  indebted 
in  the  many  assumptions  which  had  occurred.  In  each  case  this 
balance  would  bo  precisely  what  the  statement  exhibited  at  tlio 
beginning;  that  is,  the  result  would  show  that  each  person  woulcU 
have  to  pay  in,  at  last,  the  precise  sum  which  liis  statement 
showed,  at  first,  he  was  in  debt  more  than  was  coming  to  him ; 
and  of  course  each  one  haying  a  favorable  balance  would  receiTo, 
after  his  debts  were  all  paid,  the  sum  which,  at  the  first,  he 
knew  was  coming  to  him  more  than  he  owed.  The  changes  of 
indebtedness  which  would  take  place  in  the  progress  of  such  an 
acyustment  might  be  many,  but  the  result  would  be  according  to 

BMD«  ■am,  and  no  on  throagh  tfa«  alphabet,  one  payment  by  A.  to  C.  is 
•Doagh  to  discharge  the  whole,  if  all  are  present,  oonsent,  and  make  the 
proper  entries.   So,  however  eomplicatcd  tho  indebtedness,  the  parties 

could  proceed  by  dividing  sums,  until  all  was  paid,  except  the  balances. 

"According  to  article  eight  of  the  law  of  ir>i)7,  it  was  necessary  that 
every  transfer,  or  set-ofF,  slioold  bo  made  in  tlie  prcsenoo  of  all  concerned 
in  it.  Every  such  transaction,  After  twenty-four  hours,  becomes  irrovoci- 
ble  and  binding  aa  any  act  whatever;  and  if  any  party  concerned  in  a 
tiansfer  is  not  present  at  the  exchange  at  the  time  of  the  writing,  thej  take 
care  to  eend  htm  a  memonndnm  of  the  transaction,  and  if  he  keeps  silent 
twenty-four  hours,  it  is  regarded  as  binding,  and  the  debt  aa  paid." — 
Banque  Rendue  Facile  aux  Prini^ipales  Nations  de  V Europe,  par  i*, 
Girardeau,  Ne^^ofiant  a  Lyon;  1703,  4to,  page  129,  also  302. 
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the  original  statement.  It  is  clear  tluit,  by  perseverance  and 
comparison  of  books,  they  C'>ul<t  not  fail  of  ;i  complete  discharge 
of  all  tlic  mutual  indebtedness,  and  payment  of  the  balances 
would  close  the  whole. 

The  following  account  of  these  Payments  is  from  a  reliable 
English  writer,  who  was  himself  a  witness  of  the  process :  — 

The  sixth  day,  all  the  merchants  residing  upon  the  place 
appear  in  a  certain  public  room,  near  the  Bourse,  with  their 
books  or  bilans,  containing  both  their  debits  and  credits  of  both 
open  debts  and  bills  of  exchange ;  and  these  address  themselTee 
to  one  another,  and  to  whom  they  are  indebted,  intimating  nntO 
them  their  readiness  to  transfer  parcels,  or,  as  they  term  it,  Tirer 
partie,  to  giro  for  debtor  one  or  more  who  doth  owe  and  stands 
indebted  to  them  the  like  sam  or  parcel,  the  which  being  accepted 
by  the  creditors,  the  sum  is  respectiMly  registered  and  noted  in 
the  hUan  aforesaid ;  and  after  that  time  that  parcel  is  under- 
stood to  be  transferred,  and  remaineth  entirely  upon  the  risyocy 
peril  and  fortune  of  the  party  that  did  accept  the  same.  And 
in  this  manner  here  I  have  observed  a  million  of  crowns  hath 
in  a  morning  been  paid  and  satisfied,  without  the  disbursement 
of  a  denier  in  money ;  and,  therefore,  to  this  purpose  all  mer- 
chants resident  here,  or  their  servants  for  them,  are  compelled 
in  this  manner  to  appear  wiih  their  bihins,  thus  to  satisfy 
accounts  with  their  creditors,  and  mal<e  good  their  payments, 
or,  in  default  of  their  a])pearance,  arc,  by  the  custom  of  the 
place,  declared  as  bankrupts.  And  this,  in  brief,  is  the  remark- 
able custom  of  Lyons,  in  matters  of  oxohanges,  upon  every  Pay- 
ment." ^ 

The  parlies  who,  at  the  opening  of  the  Payments,  knew  they 
would  have  balances  to  pay  or  receive,  could  not  anticipate  to 
whom  they  would,  by  the  result  of  all  the  operations,  make  pay- 
ments, or  fh»m  whom  they  would  receive  them*  These  balances 
to  pay  or  receive  being  of  equal  amount,  corresponding,  of 
course,  in  the  aggregate  to  each  other,  might  have  been  paid  in 
at  the  office  of  the  exchange,  and  have  been  taken  by  those  enti* 

1  **  Map  of  Commeroe,"  by  Lewie  Roberts,  edition  of  1700,  Chap.  303. 
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tied  to  tbem,  and  then  the  result  of  the  adjustment  would  have 
been  merely  a  setting-off  of  mutual  debts,  without  a  remainder. 
At  Lyons  it  required  the  continuation  of  this  process  for  several 
weeks  to  close  up  the  large  transactions  of  that  city,  and  the 
merchants  wlio  con^^j^rcL'ated  there.  Xo  doubt  there  wa?;  much 
room  for  the  exercise  of  conitucrcial  and  arithmetical  .skill  ;  and 
as  one  object  was  in  the  view  of  all,  the  whole  operation  Avas 
greatly  expedited  by  the  efforts  of  expert,  prompt  and  expe- 
rienced merchants,  who  would  be  present. 

To  understand  more  fully  the  ra(ion<rh-  of  this  mode  of  adjust- 
ment, let  us  examine  in  what  other  modes  the  end  could  have 
been  attained.  If  we  suppose  this  assemblage  to  be  seated  rouad 
a  vast  table,  any  one  having  a  sum  of  10,000  livrcs  in  coins 
could  have  paid  it  to  any  other  to  whom  he  owed  that  sum,  or 
more ;  the  receiver  could,  in  like  manner,  hare  passed  it  round 
to  anyone  to  whom  he  was  indebted,  and  so  on,  each  one  tnaking 
the  proper  entry  on  his  book.  This  money  might  thus  circulate, 
until  it  fell  into  the  hands  of  some  one  who  had  paid  all  his 
debts.  A  farther  sum  might  then  be  started  from  another  quar- 
ter, and  be  circulated  with  like  result.  It  is  obvious  that  this 
circulation  would  not  cease  until  the  payments  were  nearly  com- 
pleted ;  and  a  comparatively  small  sum  would,  by  such  circulation,  . 
effect  the  whole  adjustment :  a  sum  sufficient  to  pay  the  final 
balances  would  be  ample  to  pay  fifty,  or  a  hundred  times  the 
amount,  as  rapidly  as  it  could  be  passed  round  the  table. 

Another  n^odc, would  have  been  to  make  a  common  fund  of 
the  whole  of  the  claims,  each  person  being  entitled  to  an  amount 
of  that  fund  corresponding  to  the  whole  amou!it  of  tlu  credits 
on  his  book,  or  /'ilan.''  The  payments  might  then  have  pro- 
ceeded by  tach  one  drawing  checks  for  the  precise  amount  of 
his  several  dcht.s,  and  delivering  them  to  his  creditors.  This 
would  liavc  discharged  the  whole  mass  of  indebte<Iness,  except 
the  balances,  iu  a  morning.  Or,  what  wuuld  have  been  shurter 
still,  each  one  could  ha\c  delivered  simultaneously  a  release  of 
all  claims,  except  the  balances,  which  their  books  showed  t  *  he 
payable  and  receivable  by  some  who  had  to  pay  more  than  they 
had  to  receive,  or  to  receive  more  than  they  had  to  pay. 
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Or,  anoiber  way*  If  a  clerk  had  been  appointed  bj  consent 
of  ally  and  a  copy  of  each  hilan"  furnished  to  him,  he  having 
read  them  aloud  before  the  whole  assemblage,  and  no  objection 
being  made,  could  have  declared  the  balance  as  stated,  and 
have  received  the  amount  on  the  spot  from  those  who  had 
balances  to  pay;  and  thus  proceeding  with  the  whole,  each 
man's  debts  and  credit!  would  have  been  settled  as  soon  as  read. 
Each  one,  by  inspection  of  lus  own  statement,  6ould  have  deter- 
mined whether  the  one  read  was  correct,  so  far  as  it  affected 
"him.  When  the  accounts  had  been  read  over,  and  the  balances 
paid  in,  the  whole  business  would  have  bee;i  adjusted,  and  the 
clerk  Mould  have  in  his  hands  precisely  the  sum  necessary  to 
pay  those  who  were  entitled  to  receive  more  tluin  they  had  to 
pay.  This  would  have  been  a  safe  and  rapid  way  of  completing 
this  litjuidation.  The  same  thing  might  have  been  done  in  a 
more  formal  manner,  by  taking  the  copies  of  the  6<7a;i»,"  as 
delivered  in  to  the  cK-rk,  aiul  making  up  from  them  a  formal 
account  with  eacli  individual,  as  might  be  done  by  comparison 
of  all  the  statements,  by  which  it  would  be  seen  if  the  claims 
made  by  each  were  admitted  in  all  cases  by  those  against  whom 
they  were  entered.  This  formal  account  with  each  being  bal- 
anced, would  furnish  the  same  result. 

The  amount  of  indebtedness  thus  discharged  yearly  at  the 

Payments  of  Lyons,"  independent  of  the  balances  paid  in 
money,  were  estimated  at  from  $ity  to  a  hundred  millions  of 
crowns.  The  whole  amount  of  coins  required  to  pay  the  balances 
could  not  possibly  exceed  a  quarter  of  a  million.^ 

There  were  many  fairs  which,  from  their  central  or  conve- 
nient situation,  were  made  principal  points  for  this  mode  of  ad- 
justing accounts;  Lyons  was  one  of  these.  At  some,  as  Novi,' 

1  As  late  fls  1841,  bnaioess  was  traaMoted,  at  the  Voir  of  Leipeio,  to  the 
MDount  of  £4,906,000,  and  this  without  inelodtng  the  vast  bosineM  done  in 

Hie  sale  of  books.  —  Facts  and  Figurtt,  page  57. 

'  "  Novi  \s  ill  the  Genoese  territory,  upon  the  confines  of  Loinbardy.  It 
is  there  the  i'uirs  of  Gcnou  are  j^eneraUj  held,  called,  however,  now  the 
Fairs  of  Novi.  They  were  formerly  lield  at  Bizanzone.  At  tiiese  fairs  tho 
chief  baukerii  and  merchants  of  Itolji  h^ous,  Sac.,  lu&et  for  the  purposo  of 
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Plftcentia,  and  Bolzana,  in  Italy,  scaree  any  otlier  business  was 
done.  Of  the  former,  Postlethwaito  gives  this  aocount  in  hit 
Dictionary  of  Commerce:"  —  "Though  there  resorts  here 
no  small  cooooorse  of  tradesmen,  with  all  sorts  of  oommodities, 
yet  'tis  not  that  which  renders  them  so  considerable,  as  that  the 
most  eminent  bankers  and  merobants  from  Lyoos,  Italy,  and 
from  some  other  more  remote  parts,  m6et  here  to  settle  tbeir 
affairs,  and  balance  acoonnts,  chiefly  in  matters  of  bank  and  ex- 
change." •  .  .  This  fair  being  prindpally  for  regnlattog 
payments  four  times  a  year,  it  might  properly  be  called  the 
transfer  fair ;  for,  fit  the  many  millions  there-  negotiated  in  s 
year,  there's  not  above  100,000  crowns  paid  in  specie." — Arti- 
eU  ''Fain:* 

At  the  present  time  we  have  no  data  from  which  to  estimate, 
or  even  approximate  the  nmouiit  of  the  payments  made  at  the 
fairs  of  Europe?,  in  tlie  period  of  tlieir  greatest  suc-cess.  We 
know  that  when  trade  hud  increased,  in  certain  channels,  to  such 
an  extent  that  the  fairs  no  longer  sufficed  as  phic(  <  uf  depot  or 
sale,  payments  continued  for  a  long  time  to  bo  chieily  made  in 
them.  Those  wlio  are  curious  on  this  subject  may,  in  the  travels, 
memoirs  niid  histories  of  the  time,  find  abundant  evidence  of  the 
immense  agency  of  these  institutions  in  the  promotion  of  foreign 
and  domestic  trade.  They  will  find,  also,  that  the  payments 
made  in  the  precious  metals  bore  a  very  small  proportion  to 
those  made  in  the  manner  we  have  indicated. 
.  The  usefulness  of  the  fairs  arose  from  the  concentration  of 
merchandise  and  merchants,  and  the  consequent  efficiency  given, 
in  the  first  instance,  to  the  circulation  of  money.  This  eoncen- 
tration  led  to  the  discovery  of  the  system  of  payments  afterwards 
adopted.   This  system,  doubtless,  had  its  agency  in  leadiog 

making  payments  sad  acyvtting  aeeounta,  eapeeiallj  those  which  eonoem 

hankini:^.    V«7  Uttlc  other  business  18  done.    There  ei«  foOT  of  tbeee  £uKB 

held  ea<  li  ynar;  each  lasting  eight  days,  though  sometimes  the  business  of 
the  bankers  and  merchants  prolongs  that  period."  —  Traill  Gciierah  dvi 
Cointiurce,  par  Samuel  JCicard ;  5lh  edilion  par  X,  Slniyck  ;  Amsterdam, 
1732»  page  337,  4to:  and  see,  ut  page  5'J6,  full  iustructiuua  lur  keeping 
books  ia  nteeaoe  to  the  sMde  of  setlleBieoi  a4  tkme  lUn. 
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bankers  nnd  mcrcliants  to  the  adoption  of  a  more  effective  bank- 
ing system.  It  taught  men  not  only  the  mutuality  of  commerce, 
vhich  enabled  them  to  set-off  mutual  debtS)  but  also  the  use  of 
cugculating  credits  as  a  medium  of  exchange,  or  a  means  of  pay- 
ment. It  set  men  free  from  the  idea  that  payments  must  neces- 
sarily be  made  in  money,  and  convinced  them  that»  however 
important  the  precious  metals  vere  in  occasional  emergencies, 
and  howeyer  necessary  for  payment  of  balances,  and  for  the 
business  of  retail  trade,  they  were  not  only  not  necessary,  bat  a 
positiye  impediment  in  the  large  operations  of  trade.  It  taught 
them  that  mntnal  confidence,  and  undeviating  punctually,  were 
the  true  fonndationB  of  that  system  of  exchanging  the  products 
x>f  industry  with  each  other,  which  men  call  trade. 

m 
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CHAPTEK  XIII. 


TUB  BAUK   OF  VENICE. 

Bank  of  Venice-^  Originated  in  I17I,  tit  a  loan  to  (he  RepahUc  —  Offiee  of 
trawfeF'-^ Interest  promptly  paid —  Tramfentd  in  any  amouul  in  pay- 
ment of  commodities  and  of  dehf.i  —  All  sums  dcjyosited  with  tlie  BaAk 
taken  by  flic  U'^puhlic  —  In  14l!3,  bills  of  cxchinyc  and  payments  in  ^ros^s 
ordered  to  be  made  only  in  bank — Frcininm  on  bank  fnnds —  Circxdalion 
• — Banco  del  Giro  —  £L  il^  of  aAnayc,  and  severity  of  laws  respecting  it  — 
Departmod  for  deposit  of  money  repayable  on  deautnd'^Iiepoeit  transfer' 
alU'—It»  euccess,  w^hmii  irynry  to  ike  old  Innnen —  On  two  oeeampiu 
thm  depoeite  taken  bp  the  Govemmentt  but  repaid'^  Amount  of  capital  of 
the  Bank— '  London  EncycIopa:dia  cited  and  corrected —  Causes  of  agio-^ 
Preeauiione  againU  fraud  —  Great  conuHUHxLion  <f  payment*  at  Vtnice. 

In  the  year  1171,  a  Ycnclian  tleot  of  a  hundred  galleys  was 
sent  to  avenge  an  outrage  perpetrated  by  the  Grecian  f]inperor, 
Manuel,  upon  Venetian  merchants  in  his  empire.  This  fleet 
humbled  his  pride,  and  compelled  him  to  give  satisfaction.  Tiio 
contest  is  memorulde  for  liating  given  origin  to  the  Bank  of 
Venice.  "  For  the  republic  being  oppre^-^ed  by  the  charges  of 
the  war  against  the  Emperor  of  the  East,  and  at  the  same  time 
involved  in  liostilities  with  the  Emperor  of  the  West,  the  Duke 
Vitale  Michel  II.,  after  having  exhausted  every  other  financial 
resource,  was  obliged  to  have  reeoone  to  a  forced  loan  frovn  the 
meet  opulent  citizens,  each  being  requured  to  contribute  accord- 
ing to  his  ability.  On  this  occasion,  and  by  the  determination 
of  the  Great  Conncil,  the  office  of  chamber  of  loans  (la  camsila 
dbol'  ihpbbstiti)  was  established:  the  contribators  to  the  loans 
were  made  creditors  of  that  office,  from  which  thej  were  to  receife 
an  annual  interest  of  four  per  cent."'   The  Bank  of  Venice 

'  M'Pherson's  Annals  of  Commerce,  vol.  i,.  p.  341.  .S:inuto;  Vile  di 
Duohe  di  Venesit,  App.  Muratore  Soript  T.f  xxii.  coL,  p.  0O2.    Tbi«  i« 
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gradoally  assumed  the  fonn  tinder  wbicli  it  was,  for  many  ages, 
the  adndration  of  Europe,  the  ehief  instrament  of  Venetian 
finance,  and  the  chief  facility  of  a  commerce,  not  surpassed  by 
that  of  any  European  nation.  Its  progress  and  form  were,  how- 
ever, clcurl  J  that  whicli  naturally  grew  out  of  the  position  of  the 
first  contributors  to  the  loan.  Its  origin  was  not  the  first  ocaa- 
sion  in  Venice,  or  elsewhere,  where  the  State  became  a  borrower 
from  its  subjects;  it  may  have  been  the  first  in  which  the 
loan  was  taken  by  a  regular  subscription,  and  the  subscribers 
became  a  specially  constituted  board  for  their  own  protection,  and 
the  management  of  the  loan.'  The  book  in  which  these  loans 
were  inscribed  was  authenticated  by  the  government,  and  made 
evidence  of  the  whole  amount  of  the  debt,  with  the  proportion 
belonging  to  each  subscriber.  It  was  an  easy  step  to  commence 
the  transfer  of  these  loans  in  part,  or  in  whole.  The  interest 
was  punctuaUy  paid  by  the  government  into  the  office,  and  dis> 
triboted  thence  to  those  who  were  entitled  to  it.  Facility 
of  transfer,  coupled  with  the  security  of  the  State,  and  regular 
payment  of  the  interest,  seems  to  have  led  to  a  very  rapid  cir- 
floiation  of  this  loan.'  It  most  have  been  regarded,  at  tlMt  day, 
with  great  favor  as  a  mode  of  investment,  for  nothing  of  similar 

thoaght  to  be  the  first  mention  of  a  rate  of  interest  per  cent.  Four  per 
cent  wn-;,  no  doubt,  far  below  the  cufitomary  charge  of  that  day  ;  but  whe- 
ther iuret>can  or  not,  the  privileges  of  the  chambt-r  oj'loatu  soon  iudenmified 
these  public  creditors  for  this  low  rate  of  interest. 

*  "  If  I  Diiiitake  not,  this  bank  is  also  the  most  ancient  establishment  of 
a  permanent  national  debt,  or  the  landing  system,  whieh  U  now  canned  to 
midi  a  bdghft  In  almoel  every  oonntry  in  Barope."— 'ifPft<rKMi'«  Annal$ 
of  Commerce,  vol.  1.,  p.  342. 

«  "As  the  interest  of  the  loan  was  alwaji  pnnctuallj  paid,  every  credit 
inscribed  on  the  book  of  the  chamber  of  loans  might  be  regarded  as  a  pro- 
ductive capital ;  and  by  laws,  th<i«e  inscription?,  or  the  right  of  receiving 
the  interest  upon  them,  could  be  frequently  transferred  from  one  citizen  to 
another.  This  practice,  in  the  cottrse  of  time,  exhibited  to  all  the  leaden 
bow  very  simple  and  easy  was  the  proeeee  of  paying  and  receiving  debts 
among  Uiemeelvee  by  tranefert  apon  tbeee  booke ;  and  from  the  moment 
that  the  advaatagee  which  commerce  might  derive  from  this  method  of  pay- 
fag  debts  was  perceived,  bank  money  wm  iovented.''— JEIson.  BoUtuffte, 
per  Henri  Siorchi  vol.  iv.|  p.  9S. 
19 
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GOiiTemenee  and  aTailabilitj  lias  ever  been  enjojed,  or  mM  tiittn 
aceoBsible.^  The  orediton,  being  tbns  asaoetated,  could  bring 
their  united  influence  to  bear  upon  the  government,  to  inanre 
the  regular  payment  of  interest,  and  to  obtain  anoh  eztenflion 
of  privilegeB  as  time  and  experience  showed  to  be  important 
and  valuable.  The  reimbursement  of  the  loan  ceased  to  be 
regarded  as  either  necessary  or  desirable.  Every  creditor  was 
reimbursed  wlien  ho  transferred  his  claim  on  the  boolm  of  tll6 
bank.  From  being  convenient  and  valuable  as  an  investment 
readily  obtained,  and  as  readily  disposed  of,  it  became,  by  a 
natural  process,  a  medium  of  payment  in  transactions  of  com- 
merce. That  fund,  whicli  was  desirable  to  all  seeking  invest- 
ment, would  be  willingly,  in  many  instances,  accepted  in  pay- 
ment of  debts  already  existing,  or  for  goods  just  purchased. 
There  is  good  reason  to  believe  tliat  this  fund  was  largely  used 
in  this  way  for  centuries  before  the  final  arrangements  were 
made,  of  which  our  accounts  are  more  clear.  It  is  not  unlikely 
that  irregularities  crept  into  the  mercantile  usa_f:es  of  the  bank ; 
that  transfers  were  made  otherwise  than  in  the  bank,  and  per- 
haps by  circulating  papers  or  checks  authorizing  the  bank  to 
make  transfers  for  the  amount  expressed  to  bearer.  Such  a 
practice,  unauthorised  by  the  State,  would  lead  to  oonfu^^ion,  to 
mistakes,  to  forgery,  and  litigation.  Whatever  may  have  been 
the  malpractices  which  grew  up  in  the  usages  of  the  hank,  in  the 
first  two  hundred  and  fifty  years  of  its  history,  it  fully  vindi- 

*  •*  There  was  at  Venice  that  which,  more  than  any  previous  commeroAl 
policy,  opened  men's  eyes  to  an  advantage  of  greut  importance,  contributing 
alike  to  the  prosperity  of  the  State,  and  to  tlu*  hf^netifc  of  trade.  She  waa 
the  glorious  inventress  of  the  Guarantied  Bank  [banco  garantitoj,  differing 
hoth  in  its  operations  and  by  its  security  from  common  banks,  as  much  as 
from  those  Mlled  pnblio  honks.  For,  in  the  case  of  the  Gaanntied  Bsnki 
If  robbery  oeeuiv,  if  the  semnts  sad  ofioiala  of  the  bank  oommit  frud,  if 
the  managen  administer  it  badly,  the  gOTemment  is  held  vesponsiblo  for 
the  whole ;  no  private  person  suffers  any  loss.  BttI  in  the  case  of  other 
banks,  the  government  is  only  b  uitnl  to  do  justice,  by  Rtvinp  all  the  assist- 
ance it  can  in  the  discovery  and  punishment  of  the  criminals,  and  for  the 
recovery  of  the  loss,"  —  Broggia  TratiaU  ddle  Moneie,  vol.  ii.,  p.  270, 
being  toL  t.  ia  (ModP$  CUMm  tffihe  Eeoiwmuii  Halimi, 
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catcJ,  in  that  pcrio'I,  its  power  and  utility  as  a  financial  a;^cnt 
of  the  republic,  and  its  efficieocy  in  promotiDg  the  movements 
of  commerce. 

There  is  no  question,  although  we  have  not  the  details,  that 
the  government  had  found  it  perfectly  easy  to  enlarge  the 
amount  of  the  original  loan  or  stock  of  the  bank,  as  the  demand 
for  its  funds  generally  exceeded  the  supply.  All  money  deposited 
for  the  purpose  of  obtaining  a  credit  in  bank  was  accounted  an 
addition  to  the  original  loan,  and  as  such  taken  into  the  public 
treasury  as  money  lent  to  the  State.  Every  such  investment 
increased  the  8to<^  of  the  bank,  and  replemshed  the  treasury  of 
the  republic.  If  individuals  could  make  purchases  and  pay 
debts  by  transfers  in  bank,  the  public  treasury  could  veil  afford 
to  receive,  in  payment  of  its  dues,  credits  in  bank,  as  that  would 
be  only  equivalent  to  taking  up  its  own  obligations.  Thus,  the 
more  these  credits  were  employed,  the  more  the  demand  for  them 
increased,  the  more  rapidly  money  flowed  into  the  treasury,  and 
the  more  readily  the  government  could  afford  to  receive  payment 
of  its  revenues  in  the  funds  of  the  bank.' 

The  way  was  opened,  by  the  expenence  of  two  centuries  and 


I  **  By  degrees  the  government  introduced  the  usage  of  making  certain 
pajmenti  by  drawing  npon  the  bank,  in  place  of  making  them  in  specie. 
It  oommeooed  by  leoeiTinf  theee  drafts  into  the  pablae  treaeary  withimt 

hesitation;  and  when  this  usage  became  established,  a  law  wan  passed* 
that  bills  of  exchange  might  be  paid  in  money  of  the  bank,  whether  foreign 
or  domestic,  when  drawn  for  above  the  sum  of  three  hundred  ducats.  These 
drafts  could  not  be  refused,  unless  stipulation  had  been  made  to  the  cdor 
trary."  —  Dant.  dc  JTuL  Venice,  vol.  iii.,  p.  73. 

"  To  give  these  bank  credits  great  rapidity  of  circulaUon,  an  aocount  of 
dtobit  and  eredit  was  opened  with  OTery  proprietor,  admitting  of  the  prompt 
traoafer  of  eredite ;  and  that  these  nSigbt  be  readily  effeeted  and  aooepted 
Vith  safety,  it  was  decreed  that  they  should  not  be  seised  in  esoca^n  for 
debt,  nor  be  the  subject  of  mortgage."  —  Ibid.,  p.  74. 

This  statement  may  not  bo  strictly  correct,  in  asserting  that  the  enact- 
ment, that  nil  payments  not  otherwise  agreed  should  ma  Jo  in  brink,  was 
the  result  of  the  use  which  the  government  had  made  of  the  bank.  This 
decree  was  the  reealt  of  the  effideney  of  the  bank,  as  long  experieaoed  sad 
admitted,  and  of  the  oonfidenoe  that  both  the  people  and  the  gofenimeat 
would  derive  great  advantsfoe  firom  the  measure. 
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• 

a  half,  for  the  next  chief  characteristic  of  the  Bank  of  Yonice. 
In  the  year  1423,  in  the  administration  of  tho  Doge  Thomas 
Moncenigo,  it  was  decreed  that  all  bills  of  exchange  payable  in 
Venice,  uhether  domestic  or  foreign,  should  be  paid,  unh'ss 
otherwise  stipulated  and  so  expressed,  iu  the  bank  ;  and  that  all 
payments  iu  gross,  or  in  wholesale  transactions,  should  be 
effected  also  in  bank.  This  at  once  brought  the  mass  of  tho  pay- 
ments of  tbat  great  commercial  city  to  tho  bank.^  Whatever 
imgularitieBy  and  whatever  confueion  had  prevailed,  this  intro- 
duced a  uniform  and,  from  long  familiarity  with  the  bank,  an 
intelligible  system.  The  ondlesB  diversity,  and  bad  condition 
of  the  coins  circulating  in  Venice  were  a  sufficient  recommenda- 
tion  of  the  new  regulation  to  all  who  had  not  very  spedal  rea- 
sons, indeed,  for  disliking  it.  This  measure  at  once  created 
»  great  additional  demand  for  the  funds  of  the  bank,  and 
bi^pught  large  sums  into  the  public  coffers.   The  goTemmcnt, 

'  "  It  was  establislicd,  by  a  solemn  edict  of  the  Republic,  that  all  pay- 
ments of  merchandise  in  fijoss,  and  of  billni  of  oxohan^e,  should  1>o  made 
only  in  bank  ;  and  that  al!  debtors  should  carry  their  money  to  the  buTik,  to 
receive  credits  in  bank  therefor;  and  that  creditors  should  receive  payment 
in  buuk,  by  a  simple  transfer  from  their  debturii.  lie  who  wa4  creditor 
upon  the  books  of  the  bank  became  debtor  as  soon  as  he  Had  made  his 
transfor,  or  payment,  to  another,  who  became  creditor  in  bis  place.  Tbas 
tbe  parties  did  bat  change  their  position,  ^vlthout  its  being  necessary  to 
jMke  any  payment  hi  money  (rMl  et  efieotif)."  —  Savh^t  Diet,  de  C^m,, 
Art,  *'Banque,"  vol.  i.,  p.  277. 

"By  this  means  ihc  Kopublic  of  Venice,  M'ithout  reatrictin;:;  tlie  course 
of  trade,  became  tl»e  mistress  of  the  money  of  the  people;  and  without  being 
obliged  to  resort  to  extraordinary  taxes  to  sustain  the  war  against  the 
Turks,  so  long  protracted,  it  drew  to  the  bank,  and  thence  to  the  pnblio 
twaaury,  the  sams  of  which  it  bad  need,  witbottt  resorting  to  loans,  so  often 
prejudicial  to  commerce.  TIm  credit  granted  by  the  government  on  the 
books  of  tho  bank  fur  this  money  continued  to  perform  the  some  fanctlOOS 
as  the  money.  Although,  for  distinction,  called  imaginary  money,  it  was  % 
equivalent  to  real  money,  since  it  had  the  same  value.  No  one  believed 
himself  less  rich  from  his  money  being  all  in  the  bank,  because,  uith  his 
cicdit  in  the  hank,  he  could  obtain  money  when  be  wished ;  whilst  the  Re- 
pablie^  from  this  bank,  and  the  credit  which  it  had  gtven  it,  drew  effective 
anocor  for  its  wants,  an  aid  which  it  neyer  conld  have  received  by  taxa> 
tion." —Pa^aif  Nigo^imi,  joh  I,  p.  464. 
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lioveTer,  no  longer  paid  interest  for  tlie  samB  reeeiyed  from  the 
bank.  The  funds  obtained  in  this  way  were  brought  to  the  bank 
for  the  payment  of  bills  of  exchange,  and  were  paid  in  for  that 
purpose,  and  not  with  a  tiew  to  interest.  The  rapid  succession 
of  payments  oeonrring  at  a  point  where  all  the  payments  of  Te- 
netian  commerce  were  aooomplished,  made  the  intervals  during 
which  the  fnnds  remained  in  the  hands  of  any  one  merchant  too 
short  to  make  him  solicitous  about  interest  on  balances  or  depo- 
sits. As  all  payiiiontji  of  the  kind  above  designated  were,  by 
law,  to  be  made  in  bank,  unless  otherwise  ajrreed,  and  as  that 
mode  of  payment  was  far  more  convenient,  it  became  almost  the 
exclusive  usage  of  trade.  All  who  had  engagements  to  meet, 
found  them  in  the  bank :  of  course,  all  such  provi<lod  the  bank 
funds  necessary  to  meet  them,  or  carried  to  the  bank  the  amount 
of  coins  requisite  for  the  purpose.  The  government  continued 
to  take  all  money  paid  in  as  a  consideration  for  allowing  an  in- 
scription on  the  books  of  the  b;ink  to  the  credit  of  the  depositor. 
The  sums  which  thus  flowed  through  the  bank  into  the  treasury 
would,  with  the  previous  bank  funds,  make  up  the  quantity  need- 
ful for  the  convenient  discharge  of  the  commercial  payments  of 
Venice.  As  this  amount  fluctuated  from  year  to  year,  and 
during  each  year,  with  the  course  of  commerce,  a  very  effective 
mode  of  accommodating  the  .sujij)ly  of  bank  funds  to  the  exigen- 
cies of  the  demand  came  obviously  into  use.  When  the  payments 
in  bank  were  heavy,  and  the  bank  funds  in  great  demand,  money 
flowed  freely  into  bank,  and  the  credits  were  proportionably  in- 
ereased.  When  an  occasional  demand  for  the  precious  metals 
arose,  the  holders  of  bank  funds  could  readily  dispose  of  them 
at  a  slight  reduction  for  coins.  The  purcihasers  of  bank  funds 
were  sure  of  meeting  soon  a  demand  for  ^m ;  for  the  demand 
for  a  medium  in  which  the  ever-reenrring  payments  of  debts 
were  made  so  much  exceeded  in  intensi^  the  occasional  demand 
for  specie  for  exportation,  or  any  .other  use,  that  during  the 
whole  existence  of  the  bank,  with  very  slight  exception,  the 
bank  fond  was  at  a  large  premium  over  coins,  so  largo  that  it 
was  finally  fixed  by  law  at  "20  per  oent^ 

'  A  &U  explaaalioD  of  the  agio,  or  premiam  of  the  bank  fmidfl,  in  Yeniee, 
will  be  gtveo  infra. 
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•  The  republic  could  irell  afford  to  maintain  a  liberal  poKej 
towards  an  institution  bo  hnportant,  both  as  a  fiscal  and  com- 
mercial  agent.  That  the  inhabitants  of  Venice  were  well  satis- 
fied, we  cannot  doubt,  as  not  an  objeotion  was  ever  made  to  the 
bank,  at  least  none  is  extant;  neither  book,  nor  speech,  nor 
pamphlet,  hsTo  we  found,  in  which  anj  merchant  or  dweller  in 
Venice  ever  put  forth  any  condemnation  of  fts  theory,  or  its 
practice.  There  was  no  hesitatioii  in  earrjing  money  to  tbo 
bank,  so  long  as  it  was  not  doubted  that  bank  funds  would  pur- 
chase specie  without  loss,  whenever  it  might  be  needed ;  and  the 
uniform  premium  of  bank  funds  settled  that  point.  Under  such 
a  system,  the  regular  payments  of  trade  vronUl  j>rocct<l  vrith  a 
rapidity  and  economy  previously  unknown,  so  far  as  the  history 
of  commerce  informs  us.  In  this  aspect,  it  deserves  special 
examination. 

Jena,  Pierre,  Claude  aod  Jacques,  and  conseottUvely  ererf  inhalM- 
tant  of  the  same  town,  had  but  one  banker,  who  kept  an  account  with  each 
ono  of  tlK'ni  in  n  rpgifftfT  provided  for  tlic  purpose,  this  banker  could  make 
all  tlioir  reciprocal  prvynients  without  mnviii;;  a  cent  of  their  monoy,  sinco 
it  would  suffice  Kimpiy  to  write  upon  bia  register  the  receipt  from  one,  and 
the  payment  bj  aoother ;  from  wbioli  would  reeuU  two  things  —  thej  would 
avoid  the  trouble  of  reoeiTing  and  oooatiug  money,  and  the  expense  of  each 
having  a  caabier  and  book-keeper. 

"Another  respect  in  which  the  position  of  this  banker  would  be  advanta- 
geous to  th'^ni  \T(v\i].l  he,  that  he  could  put  the  money  of  nil  to  rrond  u^jo, 
without  divertirij;  it  from  it;*  )>roper  destination,  or  interruptin;j;  the  pro- 
gress of  their  payments  which  would  \)c  effected  there  by  moans  of  hi* 
books.  And  a  third  advantage  would  arise  if  this  same  hanker  would  lend 
the  money  thua  eoonomued  to  his  customers,  by  which  tiicy  cuuld  augment 
their  trade,  both  at  home  aod  abroad. 

"  This  is  what  the  Republic  of  Tenioe  bapj^ly  aooomplished  by  the  eeta* 
blishment  of  its  bonk,  which  became  a  p^fpetuid  banker  for  its  inhaUtants. 
It  received  from  them  the  money  previou!»ly  employed  in  payment  for  mer- 
chandise iu  gross,  and  of  bills  of  exchange;  for,  hy  public  edict,  all  pay- 
ments fur  uiurciiandise  in  gross  were  to  be  made  only  in  bank.  All  debtors 
were  obliged,  for  this  purpose,  to  carry  their  money  to  bank,  and  to  receive 
eredit  therefor,  and  all  ereditora  to  reeeivc  payment  there.  Every  payment 
waa  made  by  a  aua|»le  traaafer  of  a  eredit  upon  the  hooka  of  the  bank  fnna 
one  to  another.  He  who  was  a  creditor  upon  the  book  of  the  bank  becama 
debtor  fis  soon  as  he  had  assigned  to  another,  who  thus  became  a  creditor 
in  his  pbMse ;  and  so  on,  from  one  to  another,  the  parties  simply  chan^ng 
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tbeir  posltioa  of  dtbtor  Md  oredilor,  wUboufc  uj  aiotssilj  of  a  ptyiMiit 
ia  money." ' 

If  there  were  » thooBand  aoeoimta  q»eiied  m  the  haxAi  hj  the 
duef  men  of  trade  ia  Yeoioey  they  would  he  found  to  he  all  pay- 
ing as  well  as  reeeiTing,  and  the  same  to  he  pud  would  he  mainly 
to  each  other.   There  would,  therefore,  he  a  vast  sum  in  the 

aggregate  payable  yearly  by  persona  in  Veniee  to  persons  in 
Veniee.  If  the  whole  numher  of  suoh  persons  he  taken  by  con- 
jecture, as  ahore,  at  a  thousand,  then  nearly  the  whole  sum 
owing  by  all  of  them  would  be  reoetvahle  by  all  of  them.  It 
would,  to  a  large  extent,  be  a  mutual  debt  among  the  thousand, 
each  one  having  to  pay  to  others  not  far  from  the  same  amount 
he  was  to  receive,  if  tlic  whole  sum  to  bo  paid  and  received 
annually  was  a  hundred  and  twenty  millions,  the  monthly  pay- 
ment would  be  ten  millions,  and  tlie  daily  over  three  hundred 
thousand.  The  amount  of  hank  funds  which  would  be  suflBcient 
to  meet  such  a  daily,  monthly,  or  yearly  aggregate,  expericoco 
and  time  could  alone  fully  teach.  It  would  depend  on  the 
ra]»i(Uty  of  tlie  movement;  on  the  regularity  with  which  the  paper 
matured ;  on  the  degree  of  confidence  subsisting  among  the  par- 
ties, which  would  lead  them  to  favor  each  other  by  short  loans, 
from  those  who  could  spare  for  a  brief  time  to  those  whose  re- 
ceipts did  not,  for  the  time,  correspond  with  their  payments. 
The  whole  fund  in  the  hank  would  thus  mo7e  in  a  circle  among 
its  customers,  each  one  receiving  and  paying  yearly  according 
to  the  extent  of  his  business.  The  fund  would  suhatantiaUy 
remaio,  all  the  time,  among  the  same  persons,  only  varying  in 
the  distribution.' 

'  Parfalt  Nogoqiaut,  vol.  i.,  p.  4G3. 

"  It  was  from  this  tnovemerit  in  !i  circlf',  the  efficacy  of  which  was  fully 
perceived  iu  Venice,  tliat  the  bank  took  thu  name  by  which  it  was  long 
called  ia  Europe,  Bakco  dxl  Giio.  Ik  wm  imii  that  eaeh  day's  boslDeis 
eenwd  the  transfer  of  a  lar^  aooaokof  the  hank  creditSi  and  a  conretpond- 
iag  ehange  of  ownership;  and  that  this  «hange  took  place  day  after  day, 
and  yet,  at  the  end  of  a  year  of  these  daily  changes,  the  vrhole  credito  be* 
longed  to  nearly  the  same  persons,  though  not  perhaps  in  tha  srvme  propor- 
tion h.  It  wrm  ay  if  they  were  moving  ia  a  circle,  of  which  each  day  was  a  step ; 
but  whether  luoviug  slow  or  fast,  thej  could  not  go  beyood  the  enclosure. 
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It  b  worthj  of  remark,  that  this  very  efficient  irlode  of  adjust- 
ment discovered  and  used  so  largely  at  this  early  period  in  the 
histofy  of  commence,  was  not  dependent  for  its  efficaey  on  the 
guarantee  of  the  republic.  That  gaarantee  qpning  ont  of  the 
mode  in  wkieh  the  bank  originated:  this  oonTement  method  of 
liquidation  sprang  from  the  ose  of  this  new  snbstitate  for  mooej. 

The  faeility  of  payment  fomished  bj  the  bank,  whioh  made 
it  the  admiration  of  Europe,  honorable  at  onee  to  the  goTemmeni 
and  merchants  of  Venice,  and  a  support  to  the  pride  and  power 
of  its  people,  consisted  in  anbstitating,  as  a  mediom  of  payment, 
the  d^t  of  the  republic  for  current  coin*  The  coin  in  ciieola*- 
tion  in  Ysnice  was,  in  many  respects,  a  nqissnoe  of  the  moat 
Tttzatious  kind.  It  consisted  not  only  of  the  Tariety  which  the 
many  mints  of  Italy  at  all  times  afforded,  but  of  that  vastly  in- 
creased variety  which  had  accumulated  from  the  coinage  of  more 
than  a  century.  Ecsitles  this  multiplicity  of  the  now  and  old 
coins  of  Italy,  was  the  coinage  of  many  countries  of  the  far  East 
with  wliicli  Venice  carried  on  a  vast  commerce.  To  make  all 
the  payments  of  the  domestic  and  foreign  trade  of  Venice  in 
these  coins,  of  different  doizrees  of  purity,  and  many  of  them 
much  deteriorated  by  wear,  required  time,  patience,  and  skill, 
whioh  but  few  merchants  could  adequately  command.*  The 

It  was  well  underbtuud,  tuo,  in  that  day,  that  if  coins  hod  been  employed 
in  tttch  an  acyustmQiiti  tiiey  would  have  perfonned  the  same  rotaiy  move- 
mentk  to  far  as  they  could  be  nado  to  effect  it 

**  Car  cans  debonreer  ancnnc  Bomme,  U  s^y  fait  k  toate  heme  dot  paje- 
MCns  pour  lee  qade  il  ne  &ut  que  ohanger  de  nom  dos  parties :  do  sorte 
que  les  sommcs  y  roclent  de  Vnn  'l  Vaufre  sans  sortir  dci  ooffree  des  Prince, 
que  jouit  do  cc  fund  sans  pnyer  auoune  interet."  .  .  .  "Onl'appello 
Bunco  »Ic!  Giro  k  cause  dc  tours  pcrpotuels  que  I'argent  y  fait.  —  I^aite 
Qenerale  du  Comnurce,  par  S,  Jiicaid,  ITo'J.,  page  oOl. 

*  With  all  the  adTsatcges  of  their  beak,  the  Yeaetiaas  vm  extnmely 
earefal  to  reetraia  abaeee  of  their  eoioeg^  Their  eoine  enjoyed  a  bi^ 
Tepatation  tot  fmrf^  tiuroo^oat  the  world.  They  f aniehed  thoee  who 
wore  guilty  of  infnnf(iog  the  laeri  for  the  proteotion  of  the  coinajc^c  with 
•whipping,  and  other  Rovcre  penaltifs.  Persons  were  equally  prohibited 
from  pavin)^  or  ronoivin;;!;  coins  at  a  rate  more  or  less  than  the  nominal 
value.  No  doubt  one  oflVct  of  this  strictness  was  to  promote  payments 
iu  tlte  bank  in  a  fund  which  the  mi^ciiicia  oi  coinage  could  nut  reach. 
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fiMiUtj  oiiered  hy  the  goyennaent,  tliroDgli  the  Vank^  sayed  all 
this.  The  govenunent  took  tlie  ooine  one  titae  for  all,  giving 
therefor  a  eorreeponding  credit  in  the  bank;  and  allowed  the 
depositor  or  lender  to  transfer  this  credit  daim  upon  the  repnhlio 
in  payment  of  his  debt,  in  plaoe  of  transferring  or  paying  over  ' 
the  coin  in  each  payment.  Whatever  men  can  employ  in  pay- 
ment of  debts,  they  will  be  willing  to  receive  in  payment,  and 
this  independent  ui  any  legal  compuUiun. 

Experience  soon  evinced  the  power  and  conv(  uicnco  of  this 
mode  of  payment.  These  bank  credits  were  divi.-.ible  to  every 
desirable  degree,  and  they  could  be  transferred  with  a  readiness, 
speed  and  safety,  beyond  all  comparison,  superior  to  any  mode 
of  paying  in  coin.    The  same  sum  (u  credit  might  be  kept  in 

Foreign  coins  were  only  allowed  to  be  introdneed  into  the  oity  under  very 
epecial  regalfttions.  Dealiog  in  coins  by  pri?ate  or  public  banks  was  pro- 
hibited under  severe  penalties*   All  coins  to  be  changed  or  sold  were  to  be 

eanled  to  an  offioo  poned  for  the  purpose  at  the  mint ;  the  determination 
of  the  aathorities  being  to  protect  the  mass  of  the  people  from  nil  the  evil 
practices  of  dealers  in  coins.  All  contracts  made  payable  in  coins  were  to 
be  at  tho  rate  named  in  the  law.  Kvory  tr.ideeninn  or  laborer  induced 
or  compelled  to  take  any  coin  otherwise  than  at  the  legal  rate,  was 
enjoined  to  make  known  the  facts  to  a  court  of  jusUce,  and  exhibit  the 
money  paid  to  him ;  upon  iriiicb  the  party  paying  him  this  money  was  not 
only  compelled  to  give  him  legal  money,  but  to  pay  him  also  twenty-five 
ducats  of  a  fine. 

Every  person  carryin;;  money  into  Venice  was  obliged  to  .'^ubniit  it  to  the 
inspection  of  ji  public  officer  nt  tlio  mint.  Any  failure  to  comply  with  this 
involvpd  a  forfolturi;  if  tiie  ooitis  so  introduced  into  tho  ecumtry. 

Officers  frum  tiie  mint  were  required  to  pass  daily  through  the  city,  visit- 
ing especially  plaosi  of  dealing,  to  give  iBfiMrmatioB,  to  detect  oflhnders,  and 
to  see  the  kind  of  coins  in  circulation.  These  ofltoers  were  not  permitted  to 
receive  compensation  of  any  hind,  but  were  to  render  their  services  free  to 
the  people. 

These  re;;ulations  were  printed,  and  fixed  in  conspicuous  pbicc^  throu^^h- 
out  the  city.  Informers  were  nft  onlv  pncourap;od,  and  their  names  kept 
secret,  but,  in  many  instances,  they  were  largely  compensated  out  of  the 
pockets  of  the  offenders.  The  severity  of  these  laws  is  such,  in  fact,  that 
it  is  difficult  to  imagine  what  conld  have  been  the  extent  of  the  abuses 
which  made  them  necessary.  For  fall  details,  see  Marperger  on  Bank*, 
pp.  180  to  189, 4to :  BertcArtibung  der  Banquen^  ton  J.  P,  Marperger,  Leip- 
sic,  1717. 
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Boch  rapid  ctronlAtioii,  as  to  effect  an  amonnt  of  payments,  in  a 
epeoified  time,  far  beyond  any  poenble  moToment  of  coin.  Tkia 
rapidity  became  a  great  economy,  for  a  mnoh  len  aam  of  eredila 
mB  made  to  effect  a  given  amonnt  of  paymenta  ivitb  far  greater 
q»eed  than  could  bave  been  attained  iritb  coin.  Bat  tbis 
economy  resulting  from  increased  speed  and  power  of  eircalatbn 
iras  stUl  more  important,  ansing  from  the  fact  that  the  ooimi 
which  were  deposited  as  the  basis  of  the  credit  were  yeiy  eoon 
again  restored  to  the  nsnal  channels  of  cironlation  by  the  pay- 
ments of  government.  Thns  the  coin  was  not  withto^wn  from 
its  proper  functions,  and  the  credits  remained  a  perpetual  fund, 
to  be  employed  in  large  payments.  This  system  of  payments 
■\v:i3  so  well  a<l;iptcd  to  the  exigencies  of  commerce,  that  it  was 
maintuined  in  full  vigor,  in  the  great  commercial  cily  of  Venice, 
for  almost  four  hundred  years.  It  was  an  institution  or  device 
of  the  credit  system,  for  by  its  aid  iiaynicnts  were  effected,  and 
that  to  a  vast  amount  annually,  ^^ithout  any  use  of  coins  or 
bullion.  It  only  perished  when  the  city  itself  fell,  at  the  con- 
quest of  Italy  by  Napoleon ;  but  the  conqueror  carried  off  no 
coin,  no  penny  of  prey.  The  credits  of  the  bank  were  crushed 
under  the  rude  touch  of  an  invading  foe.  They  were  lost  to  the 
proprietor,  but  no  equivalent  passed  into  the  hands  of  the  de- 
stroyers. If  the  holders  of  these  credits  suffered,  the  invaders 
were  not.enriched.  In  assuming  the  sovereignty  of  Venice,  the 
conqueror  assumed  the  right  and  the  daty  of  making  good  these 
bank  credits. 

In  some  respects,  these  bank  credits  of  Venice  approximatod 
to  the  power  and  conyenience  of  the  bank  deposits  of  our  day; 
and,  but  for  certun  regulations,  they  might  have  been  fully  as 
efficient.  Some  of  these  regulations  will  be  noticed  as  we  pro- 
ceed. 

» 

Experience  finally  dictated  that  the  convenience  of  merchants 
required  a  facility,  in  certain  transactions,  which  the  bank  as 
constituted  did  not  aflbrd.  This  was  simply  a  place  of  deposit-* 
a  bank,  or  office,  in  which  coins  or  bullion  could  be  deposited  in 

safety,  "with  the  right  of  withdrawal  at  pleasure,  or  of  transfer- 
ring the  ownership,  if  desirable.    To  meet  thi:i  re(iuirement,  the 
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gDvenunent  Mkabllslied  sttch  un  intdtalum  m  a  lecond  or  oo- 
oidiiiato  departmaal  ol  tha  bank.  It  was  prorided  that  monej 
ahoold  he  raenved  and  eredited,  on  ibe  books  of  tbls  office,  to 
tba  depotttor.  Tbis  meaanre  was  oompletely  BaooMsfaL  Tbe 
zapabBo  baving  previouslj  kept  good  Ibitb  nitb  its  oitiMos,  thejr 
did  not  doobt  tbat  tba  plan  of  tba  naw  ottabHsbiaaiit  woold  ba 
oarried  out  with  equal  fidclitj.^ 

Those  ^vUo  received  money  for  which  they  had  no  immediate 
use,  and  foreign  merchants  making  purchases  in  A  enice  to  carry 
to  their  own  country,  could  thus  deposit  their  coins  in  a  safe  place, 
and  wait  till  the  course  of  business  determined  what  mode  of 
diaposition  would  be  most  beneficial  or  convenient.  Such  depo- 
sitors could  not  only  withdraw  their  deposit,  but  could  transfer 
the  riirht  to  withdraw  it,  or  its  equivalent  in  other  coins':  so  that 
the  funds  of  this  deposit  branch  were  always  liable  to  be  with- 
drawn. It  became,  of  course,  the  depository  for  that  large 
amount  of  money  wbiob^  in  everj  commercial  community,  must 
bo  kept  ready  for  any  occasion  which  the  flactnations  of  busi- 
ness, or  public  affairsi  might  disclose.  Those  even  irbo  bad  bills 
to  pay  with  their  money  in  a  short  time,  making  it  necessary  to 
carry  it  into  that  ancient  branch  of  the  bank,  from  whence  it 
would  pass  into  the  pnblic  treasnry,  might  prefer  retaining  it  in 
tiieir  power  nntO  tbeir  payments  matured.  The  oonvenianoo  of 
tins  depository  would  lead,  no  doubt,  to  making  many  bills  of 
exchange,  and  other  liabilities,  payable  in  coin,  which  had  for  a 
long  time,  under  the  law  and  usages  of  commerce,  been  payable 
in  bank  funds.  Ptoties  contracting  previously  having  the  privi- 
ly of  making  debts  payable,  by  so  expressing  the  contract,  in 
cmns,  preferred  omitting  that  stipulation,  as  the  mode  of  paying 
in  bank  funds  was  the  mosi  advantageous  and  convenient.  But, 
under  the  regulation  of  the  new  depository,  the  convenience  bc^ 
came  equal  in  each  department,  and  other  considerations  would 

*'*Tb6  neeessity  which  esistedt  of  making  oeeasional  payments  in 
money,  gare  rise  to  the  opening  of  a  cfwh  office  (Cusm  de  Compfcuit|  for 
those  who  wished  to  be  paid  in  coins.  Experience  proved  tbat  this  mea- 
sure did  not  cause  any  sensible  diminution  in  the  funds  of  the  bank.'^— 
Diet,  dt  (hm,,jpar  Sttvarjf,  Article  ^'Banquet"  p.  276. 
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determiiie  the  ehoiot.  Tha  ■aeoflss  of  thk  depooAoiy  did  not 
diaok  the  flow  of  nonej  into  tli«  pnbUe  ooffiMt,  as  Uio  denuuMl 
liad  always  bees  greater  than  the  sapplj  of  bank  fvuids,  and 
therefore  oansed  no  complaiiit  nor  disappointment  on  that  gtonnd. 
It  was  perfeotlj  apparent  that  the  bank,  by  this  addition,  had 
become  a  Ytstly  more  efieient  and  nseM  institation;  and  the 
whole  policy  of  the  republie  shows  that  the  importanoe  of  m 
Bteadfitst  and  firm  snpporti  of  the  bank  was  perfecUy  understood. 
A  large  amount  of  spede  rapidly  accumulated  in  the  depository, 
wliich  was  transferred  on  its  books  from  one  person  to  another, 
iu  the  aumo  mode  as  in  tlie  other  deijartmeiiis  oi  the  bank.  It 
was,  therefore,  made  to  j)crrorin  the  adjuatiiieiits  of  commerce, 
80  far  as  applicable,  as  efficiently  as  the  other,  while  the  fund 
was  constantly  at  the  disposition  of  its  owners.  It  bore  no  in- 
terest, and  was  therefore  only  profitable  by  the  intermediate  use 
thus  made  of  it.  The  advantage  to  the  holders  was,  that  while 
they  could  dispense  with  keeping  coins  for  occasional  employ- 
ment as  such,  they  coidd  be  made  avaihible  for  current  payments 
in  the  new  depository.  Of  course  the  auiuuut  thus  kept  would 
be  small,  in  comparison  with  that  fund  which  would  be  employed 
exclusively  in  effeoting  the  evejMeoarring  payments  of  the  great 
mass  of  liabilities  constantly  in  coarse  of  liquidation.  It  would 
also  be  exceedingly  fluctuating,  because  it  would  correspond  with 
the  changes  of  trade  in  each  year,  and  from  year  to  year.  In  these 
xespeets  it  wonld  simply  keep  pace  with  the  exigencies  of  Qom> 
meree;  no  external  iiMroe  or  power  wotUd  restrain  its  limits  at  one 
time,  and  unduly  extend  them  at  another.  It  wonld  be  perfeoUy 
elastic  and  impressible  to  the  movements  of  trade.  None  of  the 
mischances  of  conmierce  could  be  charged  to  it,  for  it  simply 
performed  the  duty  of  &  depository,  and  permitted  a  change  of 
ownership  of  the  sums  deposited  to  any  extent  desired.  It  waa 
a  serrant)  not  a  master.  Bound  by  certain  rules,  from  whioh  it 
dare  not  swenre,  it  exercised  no  discretion. 

It  was  found,  in  process  of  time,  thnt  idthough  the  amount 
of  the  deposit  thus  made  fluctuated  largely,  yet  a  great  sum 
remained  uuuioved  by  any  euitrgeiicy  of  business.  Tliis  was, 
in  part,  taken  by  the  goverumcut  oa  occasions  of  pressing 
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iieed.^  On  two  oocatioiifl  this  casb  offioe  Biupended  payments ; 
and  on  one  of  theflo  the  flospendon  ma  continued  for  several 
years ;  jet  SQeh  was  the  eonfidenee  in  the  government,  and  so 
aeeustomed  were  the  people  to  the  operations  of  the  older  hranch, 
that  the  transfers  of  tliese  removed  deposits  proceeded,  during 
the  suspension,  as  if  tlic  specie  were  still  present,-  the  govern- 
ment receiving  tlicm  in  all  payments  to  it;  so  that,  during  the 
period  of  the  auspension,  the  two  departments  of  the  bank  were 
resolved  into  one,  as  to  their  mo>h'  of  operation^  the  fund  in  each 
being  equally  a  public  debt,  but  not  of  equal  value,  for  the  old 
bnnlv  credits  maintained  their  advantage  in  that  respect  under 
all  changes.  The  government  seized  the  first  opportunity  of 
enabling  the  cash-office  to  resume  its  payments,  and  the  whole 
current  of  this  department  of  the  btnk  fell  into  its  apptopriato 
channels. 

The  original  capital,  or  subscription,  whioh  eonstitnted  the 
hank,  is  stated  to  have  heen  2,000,000  of  dnoaitB.  In  the  middle 
of  the  18th  century,  the  amoont  waa  estimated  at  5,000,000; 
•ad  towards  the  end  of  that  eentory,  at  the  elose  of  its  long  and 

'  "  Its  credit  was  to  filllj  established  iu  the  endt  Uiat  although  it  wm 
irell  known  that  the  government  had  withdrawn  a  portion  of  the  funds  of 
the  cash-office  upon  two  occasions  of  preat  public  necessity,  upon  whioh 
this  department  of  the  bank  suspended  payments  (in  lOt^i  and  1717),  and 
although  them  Bospensioos  were  traexpadedlj  prolonged,  the  fands  of 
neither  branch  saffeied  svioae  or  genezal  diecredit.  The  oonideaM  tiwfe 
the  repabBo  would  inako  all  right  wm  anebaken.  It  mw  belieredt  toOi  ^lat 
the  gOTernmont  would  at  all  times  take  these  credits  for  aDything  duo  tO 
the  public  treasury."  —  Daru,  Uui.  dc  Venice,  vol.  iii.,  p.  74. 

'  "  DuT'.r.'^  th»'  progress  of  the  war  against  the  Turks,  the  republic  having 
cxhiuisted  its  treasury,  was  constrained  to  aufpeud  payments  at  this  cash- 
oiiice,  which  caused  some  diminution  of  the  credit  of  the  bank;  neverthe> 
lees,  it  did  not  mtenrnpt  its  regular  biudaon.  All  tiie  «ril  whieh  it  pro- 
daced  wm,  that  tboM  who  were  afraid  iMorted  to  pmone  who  xeliered 
then  by  ^ving  them  xeadj  money  for  their  bank  credits,  at  ten  or  fifteen 
per  eenk  disooiink  Sereral  yeare  afterwards  the  republic,  upon  occasion 
of  a  new  coinaf^e,  returned  the  money  to  tlie  cash-office,  and  restored  it  to 
it-^  full  functions  and  high  pLicc  in  public  opinion.  The  crr-dits  of  thia 
ofiicc  were  Hoon  again  at  par  with  the  preoious  metals,  aud  so  remained." 
— Par/tti^  Negoqianl,  vol.  i.j  p.  464. 
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Mud  flveeeBsful  emer  of  five  Imndred  jean,  at  14,(K)0,(KM)  <»r 
•  15,000,000.* 

We  have  no  means  of  determining  the  actual  effieiencj  of  tbe 
fund  thoB  employed  in  the  payments  of  Teniee.  There  doea 
not  appear,  in  the  notices  of  the  hank  left  to  ns,  any  limitation 
to  the  eircolation  or  transfers  of  the  credits  on  its  books.  E^ery 
precaution,  apparently,  was  taken  to  prevent  mistakes ;  ;ind 
every  transfer  made  by  the  clerks  of  the  bank,  in  the  presence 
of  the  parties,  or  their  agents  duly  authorized,  bore  on  its  face 
tiie  nature  of  the  transaction.^  No  receipt  or  voucher  was  neces- 
sary, when  a  payment  was  made  in  bank,  as  the  transfer  in  pay- 
ment was  regarded  as  the  best  evidence,  being  sufficiently  expla- 
natory to  show  the  actual  nature  and  occasion  of  the  payment. 
It  is  not  improbable  that  the  whole  fund  of  the  bank  performed 
payments,  in  the  aggreijate,  annually  to  five  hundred,  and  per- 
haps a  thousand-fold  the  amount. 

It  does  not  appear  tliat  any  tax  was  imposed  npon  these  bank 
credits,  except  a  collateral  inheritance  tax  of  ten  per  cent.,  when 
the  funds  of  the  bank  descended,  or  were  devised  by  a  deceased 
proprietor,  to  collateral  heirs ;  and  a  forfeiture,  or  escheat  to  the 
State,  of  suoh  deposits  or  funds  as  belonged  to  proprietors  do- 
oeased  intestate  withont  heirs.   Both  these  were  discontinued  as 

4 

soon  as  the  necessities  of  the  public  treasury  permitted. 

The  Bank  of  Venice  enjojed  a  reputation,  throughout  the 
•QBUMroial  world,  whioh  great! j  promoted  the  sucoees  of  Vene- 

■ 

*  Hiitoire  da  Venioe,  par  Dani,  vol.  Hi.,  p.  75. 

*  The  mods  of  makiDg  the  bank  transfGrs,  and  specioMUS  of  the  forms  of 
entries,  may  be  seen  in  PoslUOivcaitt^ t  Dictionary,  Art.  *  Venice;*  and  ia 
the  Enci/'-IojnrfJia  Afefhodique,  Commerce,  vol.  i..  Art.  *Banque.*  The  alpha- 
bet was  subdivided,  and  each  person  applied  to  the  book-kec}*  r  to  whose 
subdivision  the  letters  of  his  name  assigned  him.  Every  subdivision  bad 
two  elsrks,  bj  whom  all  tnuiflbfs  and  entries  were  made.  The  partj 
nakiDg  a  tnuuftr  appeared  before  those  two  eMSp  and  diotatod  the  onliy 
or  transfer  to  he  nado»  and  both  oMs  wrote  in  separale  books  from  that 
dictation.  The  entry  specified  what  wan  paid,  whether  a  hill  of  eiohaage* 
or  balance  of  account,  Ac.,  and  if  a  bill,  where  drawn,  or  in  some  way 
designated  the  bill.  This  made  the  cntrieft  on  the  books  of  the  bank  good 
efidence  for  all  paymentSi  and  safe  vouchers.  - 
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tiaa  trade*  It  was  s  tover  of  fiuuieial  strtngth  to  tlie  Topnblio 
In  her  long  and  cxpenaiTe  irars,  and  of  oonrse  contributed  no* 
small  share  to  the  celehritj  of  the  d^,  aa  well  as  ta  Ha  power 
and  wealth.  That  the  ad?antage  of  raeh  an  mstitation  to  oom- 
merce  was  early  and  folly  oomprehended  by  the  Venetian  mer- 
chants, is  evident  from  the  fact  that  those  enfrajred  in  their 
Eastern  trade  estnhlished  a  hank  in  Daniascus,  ui"  which  we  only 
know  that  it  was  the  repository  of  great  treasure  when  that  city 
"^as  taken  and  pillaged  by  an  Eastern  cooi^ueror,  early  in  the 
loth  century.  • 

"  This  hank  was  established  on  such  judicious  principles,  and 
has  been  conducted,  through  the  revolution  of  many  centuries, 
with  such  prudence,  that  though  the  government  have  twice, 
since  its  establishment,  made  free  with  its  funds,  its  credit  has 
remaii^d  inviolate  and  unimpeaohed." '  This,  from  the  ^'Annals 
of  Commerce,"  is  one  of  many  loose  and  imperfeol  aocoonts  of 
the  Bank  of  Venice  which  hare  kng  been  in  circulation,  trans-  * 
ferred  from  one  work  to  another,  yaried  and  mingled,  until  it  has 
become  a  complicated  task  to  extricate  the  true  from  the  false.  One 
of  the  more  recent  of  these  statements  we  give  entire  from  the  Iion- 
don  Encyclopsedia,  as  it  famishes  occasion  to  correct  some  errors. 

» The  original  subscription  fond  of  the  Bank  of  Venice  was 
2,000,000  Venetian  ducats,,eqQal  to  j6438,888;  bat  bya  solemn 
•diet  of  the  Senate,  the  whole  trading  oMMnnnity  of  the  repnblie 
were  compelled  to  deposit  their  money  in  bank,  with  iHuoh  a 
credit  was  opened  equal  to  the  dqwut  made,  which  could  oalj 
be  made  available  for  transfer;  so  that  not  only  the  subscribed 
capital,  but  also  the  aggregate  amonnt  of  the  deposits,  resolved 
themselves  into  a  national  debt. 

Whether  the  transfers  at  the  bank,  in  the  early  period  of 
its  establishment,  required  personal  attendance,  as  is  the  case 
of  trauiiferring  the  national  debt-^itock  at  the  Bank  of  England 

'  >  M*PhenoD's  AnnaU  of  Gommtroe,  vol.  L,  p.  It  was  a  part  of  the  * 
fond  of  the  caab-offioa  which  wai,  upon  oaaig^ooj*  taken  by  the  gSTtni- 

ment  fjr  publii;  use,  and  subsequently  restored.  In  tho  mean  time,  the 
transfers  of  the  office  proceeded  as  if  the  Hpecie  was  still  in  iti  vaoltl.  The 
eoiifidenoe  of  the  paoplo  Memt  not  to  have  been  impaired. 
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in  the  pivsent  day,  or  whether  effected  on  written  orders  eorre- 
Bponding  to  the  checks  in  the  present  English  practice  of  banking, 
does  not  Appear:  b«t  be  that  as  it  mighty  derangements  in  the 
social  eoonomj  of  the  state  soon  ensaed;  ihe  agio,  or  difference 
between  the  cnrrent  money  and  transferable  amounts  at  the 
bank,  attained  the  rate  of  tliirty  per  cent.  Yet  sneh  was  the 
insidioas  and  ittusiTe  nature  of  the  bank  system,  that  the  bank 
-inereased  in  popularity  in  proportion  to  the  extent  of  the  de^ 
rangement  that  ensued;  the  iaoonTenienee  frequently  occasioned 
in  the  minor  transaetions  of  commerce,  as  well  sjs  on  occasions 
of  citizens  or  strangers  requtring  money  to  deflray  the  expenses 
of  foreign  journeys,  led,  in  the  course  of  time,  to  the  bank  pay- 
ing out  money.  Yet  such  was  tlie  influx  of  money,  which  the 
crusading  armaments  brought  from  all  parts  of  Western  Europe, 
that  after  tlio  system  of  making  payments  in  money  was  prac- 
tised, t\iv  <ii  p'»sit.s  ahvnys  exceeded  the  demands.  At  a  later 
period,  when  the  Venetians  themselves  turned  crusaders  against 
the  Turks,  the  subscription  fund  of  the  bank  was  increased  to 
6,000,000  of  ducats,  the  whole  of  which  was  made  use  of  by  the 
•Senate  to  aid  them  in  their  operations  of  warfare;  and,  as  pre- 
fiously  stated,  throughout  the  f^ole  period  of  its  career,  it  was 
made  an  instrument  of  aggression  in  aid  of  political  aggrandise- 
BMnt:  yet  such  was  the  fortuity  of  circumstances,  and  for  se?e^ 
nd  oenturies  having  no  rivalry,  its  integrtlj  does  not  appear  to 
bare  been  questioned  ;  the  derangements  occasioned  by  the  flue- 
toaiioA  of  the  agio  led  nkittateiy  to  an  ediot  of  the  Senate,  fix- 
ing it  at  twenty  per  cent.,  at  whioh  rate  it  continued  up  to  the 
period  of  the  ezlkietien  of  the  lepdbtto,  in  17»7.'" 

It  IS  Tery  dear  that  that  writer  did  not  go  far  for  his  inflMr<> 
matioB.  There  m  no  doubt  that  the  rule  of  the  bank  required 
the  presence  of  the  perty  traasfarring,  either  in  person  or  by 
attoniey ;  and  this  ime  cenied  so  far,  that  no  endomed  bills  o€ 

*  Loadon  Eoeyofepmlia,  Art  "BsBk."  Lau$  mf  ab  M$  Imderi.  Il 

is  app&reni;  that  the  Eocyclopaddist  knew  very  little  about  the  Bank  of 
Venice,  and  that  he  had  not  taken  the  peine  to  digest  what  he  did  know, 
lie  had  no  ooooeption    it  ae  a  ^iteai  nor  of  ite  efficienej  as  a  mode  of 
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exchange  were  pemitfted.  The  payee,  er  hia  aMornex,  eonld 
.  abne  reoelT^  pajnent. 

The  assertion  that  the  i^ele  traduig  cosmmufy  ms  eom* 
pelled  to  dspoait  their  mnej  in  the  hfuik,  ia  a  gieat  mMtalee. 
After  the  hank  had  heeii  In  operation  more  than  two  ceAtarieB^ 
it  waa  ordered  that  all  hiUa  of  exohwge,  and  ail  pa jmenta  in 
.groaa,  where  partiea  had  not  otherwise  stipulated,  ahonld  he  paid 
in  hank.  Tha  oalj  artidea  to  he  esohMively  paid  for  in  hank 
fanda  were  oil  and  ^ickfibw.  The  nde  that  MUa  of  exchange, 
'  not  othenriae  expreaaed,  ahonld  he  thus  paid  waa  no  doubt  com- 
.  plied  with,  hecanso  both  conyenience  and  interest  dictated  it ; 
but  as  cash  payments  for  iiiLTcliamliso  would  be  made  wiien  the 
contract  was  made,  tlie  payment  would  be  iu  bank  or  other  funds, 
as  the  convenience  of  the  moment  might  suggest. 

It  was  a  great  mistake,  also,  to  state  "  that  derangements  in 
the  social  economy  of  the  state  soon  ensued ;  the  agio,  or  differ- 
ence between  the  current  money  and  transferable  amounts  at 
the  bank,  attained  to  thirty  per  cent."  The  impression  is  created 
here,  that  derangements  in  the  social  economy  were  caused  by 
the  peculiar  ooDatittttion  of  the  bank,  and  that  the  agio  of  thirty 
per  cent,  was  unfavorable  to  the  bank ;  neither  of  which  waa 
tfafi  oaae.  Thero  ia  no  e?idflBee  extant  that  the  Bank  of  Venice 
ever  caused  any  derangements  of  the  social  economy.  The 
voice  of  tha  beet  authoritiea  ia  aU  the  other  way.  The  bank  was 
an  advantage  to  Venioe  never  qneatioiied  by  those  fiuniliar  with 
its  nsagea.  The  0ffi^  inatead  of  Wing  against  the  hank,'wa8  in 
ita  favor;  its  teda  rosa  to  thaij  per  oent.  preminm  over  the 
eorrent  coins,  and  eo9lia«ed  to  iMtaata  naaor  this  hii^  rate» 
nnta  tiie  goiferMiant,  hj  dearee^  lisiked  the  prsniBm  to  twenty 
per  cent.,  at  which  it  eontianed  pennanantly  fixed  so  long  as  the 
hank  eadsted.  The  ground  of  thia  agio  ia  not  adequately  ex- 
plained by  any  on^  and  waa  piobaUy  inexpUoable  to  the  ency- 
clopedist, who  evidently  baked-  npon  the  inatitatkm  with  no 
friendly  eye. 

The  unit  of  the  money  of  account  of  the  bank  waa  the  dnCat. 

A  gold  coin  of  that  name  had  long  enjoyed,  in  Venice,  an  ex- 
emption from  the  changes  •  so  fret^ueut  then  m  coins,  and  l^ad 
20 
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been  held  in  lugH  repute,  hi  and  wide,  for  ito  pnrity.  In  the 
money  of  ftcoonnt  formed  upon  that  coin  were  the  books  of  the 
bank  kept.  It  was  said^  by  some,  that  the  agio  arose  in  part 
•  from  the  snperiority  of  YenetiAa  dnoats  to  other  enrrent  coins. 
Bat  as  it  was  perfectly  mtderstood  that  no  coins  passed,  neither 
any  right  to  any,  on  a  transfer  in  the  bank,  it  is  impossible  to 
attribute  the  agio  to  any  such  consideration.  It  is  true,  how- 
ever, that  the  nuisance  of  multiplied  c  jiii.ige  has  fur  centuiies 
been  exhibited  in  Italy  iu  its  worst  aspect;  and  the  evil  wa3 
aggravated  in  Venice  by  a  largo  admixture  of  coins  wiiich  her 
widely-bpread  commerce  brought  from  all  the  world.  In  Italy, 
the  perplexity  caused  by  multiplicity  of  coins  and  moneys  of 
account,  as  already  noticed,  reached  an  alarming  extent.  In 
the  same  city,  frequently,  there  existed  among  merchants  quite 
a  diversity  in  the  moneys  of  account:  It  required  a  person  spe- 
cially skilled  to  tell  the  value  or  price  of  the  various  coins  pass- 
ing in  trade,  expressed  frequently  in  different  moneys  of  aoooiint. 
In  some  instances,  special  moneys  of  accoont  were  appropriated 
to  special  coins,  or  special  commodities* 

Any  method  which  offered  an  escape  from  such  intricacies^ 
from  employing  snob  coins,  from  the  danger  of  taking  ooanter* 
feits,  and  from  the  risk  of  keeping  money  on  hand  for  large  pay* 
mentSy  coald  not  but  bo  regarded  with  continvad  faror.  Even 
at  this  day,  the  efihi  of  an  oTer-mnltipIied  ooinage  press  with 
great  soTerity  upon  the  people  of  Italy.  Largo  quantities  of 
coins  lie,  like  bollion,  in  the  ooffen  of  the  bankers ;  and  when  it 
is  neeessary  to  dispose  of  them  in  bulk,  a  dcte  and  tedious  in* 
speetion  becomes  neoessaiy.  In  a  hnndred  coins,  no  five  .may 
be  fonnd  alike.  This  misdiief  existed  in  full  foroe  in  Venice, 
and  had  ita  doe  share,  no  danbt,  in  creating  the  a^io.  It  is  far 
from  adequate^  howe?er,  to  aoconnt  for  the  agio  of  thirty  per 
cent,  mentioned  above,  or  the  twenty  per  cent,  fixed  by  law, 
much  less  an  additional  agio,  to  be  mentioned  hereatter. 

To  comprehend  this  extraordinary  fact  of  a  credit  on  the 
books  of  a  bank,  with  no  money  in  its  vaults,  and  not  bound  to 
make  that  credit  good  in  later  times  even  by  the  payment  of 
the  interest,  or  to  redeem  it  in  any  way,  having  been  for  hundreds 
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of  years  at  a  high  premium  over  goUl  and  silver,  we  need  onlj 
remember  that  these  credits  were  the  funds  in  whicli  debts  were 
chiefly  paid.  If  credits  had  been  convertible  at  will  into  the 
precious  metals,  the  agio  could  never  huvo  nriginatod,  much  less 
attained  so  high  a  point ;  for  the  moment  the  holders  of  credits 
advanced  the  price,  specie,  if  a  legal  tender,  would  have  become 
the  medium  of  payment,  as  the  cheaper  medium.  In  a  commer- 
cial community  like  Venice,  as  elsewhere,  large  transactions 
*  were  nearly  all  done  upon  credit.  The  chief  use  for  money,  or 
bank  credits,  was  not  in  the  purchase  of  commodities,  bat  in  the 
|»a}nneiit  of  debts  incnrred  for  goods  purchased  upon  credit,  or 
on  tame.  When  the  republic  decreed,  in  1423,  that  bills  of  ex- 
change, and  other  large  payments,  should  be  paid  in  bank,  unless 
the  parties  had  otherwise  stipidated,  it  introdaoed  the  usage  of 
making,  nearl j  all  payments  there,  because  parties  preferred 
receiving  payment  in  bank,  and  in  the  fund  in  which  they  had 
'  to  pay  their  debts.  There  was  then  probably  ten  times  more 
demand  for  bank  credits  than  for  coins,  which  were  only  reqiured 
for  export,  for  the  retail  trade,  and  for  other  special  but  limited 
.  uses.  The  necessity  of  pimdtoidly  meeting  allcommereial  engage 
ments  was  not  less  in  Venice  thah  in  New  Tork  or  Philadelphia. 
Failure  to  pay  was  min.  The  merchant  in  good  credit  might 
purchase  at  his  pleasure  upon  deferred  payments ;  but  the  day 
of  p  ivment  must  arriye,  and  with  it  the  unaToidable  necessity 
of  meeting  these  liabilities,  however  thoughtlessly  incurred.  To 
this  compulsion  no  resistance  could  be  offered ;  from  this  obli- 
gation of  mercantile  punctuality  there  could  be  no  escape, 
no  evasion.  Doubtless  merchants  in  those  days  pushed  their  ^ 
credit,  as  in  later  times,  and  fouud  days  of  payment  days  of 
struggle,  anxiety  and  difficulty,  as  merchants  do  now.  Bank 
credits,  by  the  law  of  the  land  and  their  own  arrangements, 
being  the  only  funds  in  which  these  constantly  maturing,  and 
constantly  pressing  debts,  could  be  paid,  were  in  a  demand  propor- 
tioned to  this  urgency.  If  the  same  mode  of  adjusting  debts 
were  resorted  to  now,  the  result  would  be,  that  inconvertible 
bank  credits  would  go  frequently  to  a  high  premium  over  gold 
and  silver.   If  any  one  doubt  this,  let  them  attempt  a  solution 
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of  the  qoestioD,  Why  ii  it  tlnrt  oar  gold  and  tilver  ooiiw,  and 
bank-notes  oonvertible  into  then^  remain  at  par,  having  no 
greater  pmhasing  power  when  intereei  is  at  two  or  three  per 

cent,  per  month,  than  iirhen  it  is  at  half  per  cent.  ?  It  is  the 
demand  for  money  to  pay  debts  which  thus  advances  interest ; 
and  this  floes  not  affect  tlie  value  of  coins  or  bank-note:?  in  cir- 
culation, because  they  are  not  available  in  the  large  payments 
of  commerce.  It  is  iliat  fund  which  circulates  in  our  banks  as 
"deposits,"  which  actually  attains  the  highest  rates  of  interest. 
This  is  the  fund  in  which  debtf  are  paid,  and  tlie  daily  employ- 
ment of  this  fund  is  an  hundred-fold  the  extent  of  any  use  of 
bank-notes  or  coins.  It  is  upon  this  principle  that  we  explain 
the  agio  of  bank  credits  at  Venice  over  the  current  money. 

No  doubt  this  premium  created  surprise,  and  many,  perhajis, 
looked  upon  it  as  unjust ;  but  it  was  the  result  of  the  merchants' 
own  movements.  The  gOTomment  did  not  eanse  it,  nor  did  the 
banks.  It  was,  therefore,  aeqniesced  in  by  the  mmhants  as  a  result 
of  their  own  acts  in  their  own  business.  The  goveronient,  so  £ur 
from  producing,  attempted  to  limit  it  to  twenty  per  cent.,  an 
attempt  whioh  was  rendered  wholly  abortivo  by  the  introdootion 
of  a  tur  agiOf  or  snper-premiom^  caUmlated  upon  the  agio  aad 
.the  original  smn  together.  This  additional  premiun  ranged  at 
from  twenty  to  thirty  per  cent  §ot  a  long  period,  and  exhibited 
in  its  fluetustions  partly  ik»  pieisnre  for  money  to  pay  debts, 
aad  partly  the  enrrent  Talve  of  the  coins  whioh  were  ofoed  in 
tttehange  fat  bank  eredits. 

The  precautions  against  mistakes  and  frauds  enfmroed  by  tho 
government  of  Yenioe  in  the  affiurn  of  the  bank,  far  exceed  any 
required  by  the  authorities  of  iSba  present  time,  jealous  as  they 
are* of  banks*  Not  only,  as  we  have  seen,  was  every  transfer 
made  in  the  presence  of  two  book-keepers,  who  were  rcijuired  to 
keep  K(  [liiiate  sets  of  books,  but  the  bank  was  shut  one  day  in 
each  week ;  and  four  times  in  a  year,  each  time  twenty  da  vs. 
This  was  to  balance  and  thoroughly  supervise  the  books.  During 
the  period  when  the  bank  was  thus  shut,  no  bill  payable  in  it 
matured,  or,  rather,  none  could  be  protested  until  six  days  after 
the  opening,  aix  days  being  the  grace  allowed  on  bills  in  Venice. 
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A  custom  obtained  among  merchants,  and  others,  of  writing-off 
or  transferring  bank  credits  in  blank  during  tlie  time  when  the 
bank  was  closed.  The  entries  intended  to  be  placed  on  the 
books  of  the  bank  at  the  opening  were  made  by  tlie  parties  upon 
books  mutually  exchanged,  or  left  in  the  hands  of  a  broker,  pro- 
per authority  being  given  to  make  the  entries,  and  the  arrange- 
ment was  completed,  except  the  formal  execution  on  the  books 
of  the  bank.  No  doubt  this  facility  was  confined  to  tliosc  who 
entertained  for  c:ich  other  great  mutual  confidence  ;  it  may  have 
led  to  many  transfers  of  the  same  sum  whilst  the  books  were 
olosed,  and  thus  in  part  have  compensated  the  'mjurj  to  bosineflB 
eansed  by  shutting  the  bank. 

The  great  feature  of  the  Bank  of  Venice  —  that  which 
required  all  bills  of  exchange  payable  in  that  great  commeroial 
city  to  be  paid  at  the  bank— *  appeared  at  fifst  blush  to  be  an 
arbttraiy  reqoiremeiit,  if  not  a  most  unjust  ene.  It  was  ginng 
a  forced  onnreii^  to  the  bftnk  deposits,  coasisdng  merely  of 
debts  doe  by  the  goTerameiit.  It  was  soon  found,  however,  to 
work  Bowell  in  praetiee,  that  it  bron^t  an  immense  accesskNi  of 
bvsineis  to  the  eafy,  and  to  the  bank.  Bills  of  exehaage  beoame 
ef  ineinased  use  in  all  the  neighboiing  eommeree^  and  a  vast 
concentration  of  payments  took  place  at  Yeniee^  and  in  the 
bank.  This  increase  enlarged  the  capital  of  the  bank.  The 
money  brought  in  to  pay  bills  was  taken  by  the  government  as 
fast  as  it  was  leceiTed,  until  the  amonnt  of  the  deposit,  or  debt 
of  the  state,  was  adequate,  by  rapid  drcnlation,  to  the  current 
payments  of  commerce.  This  made  the  bank  a  great  clearing- 
house, or  place  of  adjustment,  for  merchants  of  many  countries. 
Venice  was  for  centuries  tho  greatest  entrepot  of  commerce  in 
Europe,  if  not  in  the  world.  Tlie  chief  payments  or  liquidations 
of  this  trade  were  effected  at  the  bank.  As  is  the  case  in  many 
great  commercial  cities  of  the  present  day,  payments  to  a  great 
amount  were  thus  effected  at  Venice  upon  transactions  which 
had  occurred  elsewhere.  It  was  found,  therefore,  then  as  now 
in  regard  to  London.  Paris,  Hamburg  and  New  York,  that  it  was 
convenient  and  of  advantage  to  have  funds  in  Venice.  The  pay- 
ments of  bills  required  daily  such  a  large  sum^  that  the  demand 
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for  fnndfl  for  that  pnrpow  was  always  rerj  great;  and  wbm 
eTorjbody  wanted  fonds^  everybody  seat  them. 

The  bank  beoame,  then,  a  plaee  of  liquidation ;  merohants 
made  their  bills  payable  at  the  point  where  wae  the  greatest 
eonoentration  of  means  to  pay  them,  and  where  it  was  most  for 
their  advantage  to  reoeive  payment.  Those  who  had  ooeasioii 
for  gold  or  silver,  purchased  ^ith  these  deponts  what  was  re<- 
quired ;  and,  with  slight  exception,  for  more  than  four  hundred 
years  the  precious  metals  were  at  a  discoimt,  compared  with  the 
bank  funds  —  the  demand  for  that  which  would  pay  l>ills  of  ex- 
change being  greater  than  for  gold  or  silver  for  any  special 
use  to  which  they  could  be  applied.  The  great  mass  of  the  pur- 
chases of  commerce  were  made,  in  the  first  instance,  by  bills  of 
exchange ;  and  the  great  operation  of  payments  consisted  in 
liquidating  these  bills.  The  demand,  therefore,  for  tlic  ikjiosits 
in  Avhich  they  were  paid  was  as  incessan.t  as  the  movement  of 
coiniiierco  itself.  These  bank  deposits  circulated  on  the  hooka 
of  the  bank,  therefore,  precisely  in  accordance  with  the  move* 
ments  of  trade;  and  the  customers  of  the  bank  thus  applied  these 
credits,  or  the  debts  due  to  them,  to  the  discharge  the  debta 
they  owed. 
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Tke  Mmh  ^Sl,  CfMrge,  w  Bank  tif  fitenoo—  Contratt  of  ike  Jimncial  »y*- 
Uma  of  Venice  and  Oenoa  —  CompUeatione  of  Cfenoeu  finance^  Seeuritjf 
required  by  pnhHe  credUare^  system  of 1302,  and  Us  offieers—IH- 
vote  bankers —  The  Bank  established  in  1407  —  lis  lanje  arrmi  <.f  cfflcers 
—  T>ff<;rred  dividewLt,  or  Momta  di  Pa;/hf  —  Famine  of  1539  —  Deposit 
sysfcm  —  Bntik  hills  —  Price  of  shares —  Moiwy  and  mrmcys  of  arrouni  — 
Advantages  (f  tlic  Bank  to  trade  —  Methods  and  prorcws  of  the  Bank  — 
M,  Gauiier  and  M.  Coqnelin  on  ilie  moneys  of  account  of  the  Bank —  Carlo 
Cuneo  on  ike  moneys  of  Genoa 

Tbb  finances  of  Venice  and  Genoa  present  a  remarkable  and  * 
instnictive  contrast.  The  poblio  loan  of  Vemeey  vhich  gave 
origin  to  tlie  bank,  was  forced;  bnt  tbe  wbole  snbseqnent  histoiy 
of  the  bank  and  the  public  ore^t  is  one  of  entire  confidence  on 
the  part  of  the  people,  and  admirable  pmdenoe,  good  faith,  and 
forbearanoe,  on  the  part  of  tho  goTemment.  Venice  made  the 
public  debt  the  chief  cnrrency,  or  mcflium  of  exchange,  in  all 
the  lar^c  operations  of  tra<le ;  and  the  public  debt  vras  wisely 
kept  at  tliat  umoimt  wliicli  not  only  preserved  its  value,  but  fur- 
nished the  full  (luaiuity  of  currency  required  for  trade,  with  the 
means  of  inercuiiing  or  diminishing  the  ainouut,  iu  conling  to  tho 
proper  demand.  This  mutual  confidence  and  prudent  manage- 
ment are  creditable  alike  to  tlie  financial  skill  and  intelligenc  e  of 
all  concerned.  The  govLrnment  enjoyed  a  loan,  free  of  interest, 
equal  to  the  whole  capital  of  the  bank,  witliout  having  given  any 
special  guarantee,  or  any  evidence  of  the  debt,  except  an  inscrip- 
tion on  the  books  of  the  bank ;  the  people  enjoyed  a  currency, 
which  for  centuries  stood  at  a  high  premiqm  over  gold  and  silver. 
Xhe  Bank  of  Venice,  and  its  public  finances,  commencing  in 
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violence,  soon  settled  into  a  simplieitjand  regularity  of  progress, 
and  freedom  from  undue  flactuation,  of  which,  for  such  a  long 
period,  there  is  no  parallel. 

The  finances  of  Genoa,  corainencing  with  the  l>5th  century, 
furnish  a  history  c(|ually  remarkable,  and  perhaps  equally  in- 
structive, although  in  many  respects  in  striking  contrast.  The 
turbulence  of  the  nobles  of  Genoa  kept  the  state,  for  ages,  in  a 
condition  approaching  civil  war.  In  the  midst  of  these  violent 
intestine  commotions,  the  financial  system  of  Genoa  had  its 
origin  and  growth.  Tlie  public  loans  were  the  spontaneous  offer- 
ings of  the  lenders,  who,  though  willing  to  lend,  exhibited  from 
the  first  no  confidence  in  the  mere  promises  or  credit  of  the  go- 
venunent»  and  exacted  most  rigidly,  from  time  to  time,  the  utmost 
security  and  the  strongest  guarantees  the  goTermutnt  could 
This  policy  on  the  part  of  the  public  creditors  was  continned  tat 
more  than  a  century,  until  the  Genoese  system  of  finance  became 
the  most  complicated,  and  in  many  other  respects  the  most  ex- 
traordinary, of  which  we  have  any  account.  These  public  credit- 
ors became  a  body  of  great  power  and  influence,  goyemed  by 
its  own  laws,  ei\}oyiag  its  own  ma^^stratea,  priTileges  and  ri^its^ 
wholly  independent  of  the  state ~- in  fiw^  a  finandal  tfN|Mr»ttm 
in  tm^ierie^  These  privilqiea  were  not  nsnrped,  but  were  the 
result  of  well^sonsidered  concessions,  which  conld  not  be  inter- 
fered with  by  the  government,  without  the  violation  of  ma^y 
solemn  stipnlalions  and  oaths  of  oiBoe ;  and,  in  fact,  they  wem 
respected  for  ages,  amidst  strifes  of  party,  internal  and  bloody 
dissensions  and  civil  wars,  occabional  foreign  dominatiuu  and 
mutations  of  government,  which  for  violence  and  rapidity  have 
never  been  exceeded.  In  the  midst  of  all  this  tumult  and  rage 
of  individual  contest  and  civil  war,  we  cannot  adopt  modern 
phraseology  and  say  that  the  public  credits  of  Genoa  stood  un- 
shaken and  unimpaired;  but  wo  can  say  that  the  public  creditors 
of  Genoa  held  their  position  and  their  privileges  untouched  and 
perfect.  They  had  no  occasion  to  ask  or  look  to  the  government, 
in  these  troublous  times,  for  the  payment  of  interest.  They  had 
provided  against  that. necessity  when  they  lent  their  moftey. 
Bveiy  loan  was  secured  by  the  special  assignment,  on  the  part 
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of  the  governmeDty  of  tazeiy  customs,  or  other  revenue,  sufTiciont 
to  pay  the  interest.  This  transfer  was  generally  absolute,  and 
vas  accepted  in  full  of  the  interest ;  so  that  the  creditors  did 
not  always  receive  a  regular  rate  of  interest,  but  a  dividend 
according  to  the  product  of  the  security  or  fund  assigned. 

A  complete  survey  and  reconstruction  of  the  Genoese  system 
of  finance  took  place  in  1302.  Various  departments  of  inquiry 
in  connection  with  it  were  in  succession  submitted  to  the  con- 
sideration of  iliflTcrent  committees,  or  commissions,  by  the  Coun- 
cil of  the  Ancients ;  reports  were  made,  a  long  deliberation  fol- 
lowed, and  finally  a  law  or  decree  of  271  articles  was  adopted. 
*  We  mentioD  this  only  as  OTidonce  of  the  attention  bestowed  upon 
the  tubject,  for  we  can  notice  very  few  of  the  details  of  this 
ehliorate  system.*   The  public  creditors  were  chiefly  known  by 

'  The  orgaoixatioo  of  the  pablio  creditors,  if  thoj  can  Htrletiy  be  called 
such  who  were  for  the  most  part  purobaaers  of  the  pablio  incoane,  oonsitted 
io  part  of  thf}  fuUowin;;  oiEccrs  :  — 

1.  Four  Visitors,  two  nobles  and  two  of  the  people,  over  thirty  years  of 
age,  and  holding  etfbatca  of  not  less  than  oOO  lires,  and  nut  in  debt  to  the 
•talt.  Tbcy  remainod  io  ofioe  six  montba,  havings  before  aaattming  the 
offioe.  twom  fiuUifiilljr  to  fulfil  its  doliee.  They  had  the  iiid  of  fimr  notor 
riea^  or  olerki.  It  was  their  du^  to  MmUiuse  all  accounti  of  other  offieere, 
to  require  them  to  oocoant,  to  reoeive  their  oaths  of  office,  to  make  at  the 
end  of  the  year  a  report,  with  a  sumnaary  of  the  year's  payments  and  bal- 
ances. All  their  documents  were  to  be  accompanied  by  their  seal  (the  face 
of  St.  Michael).  Every  other  public  officer  was  prohibited  from  hindering 
or  interfering  with  the  full  exercise  of  their  functions. 

2.  Two  pereoQi,  oaUed  CSovsou,  had  <^aige  of  the  offioe  of  tranaftr,  who 
bad  Tsrioas  daties,  besides  those  of  seeing  to  the  proper  transfer  of  shaiea. 
To  these  were  added,  sfterwaids,  two  others  in  the  same  offioe,  who  were 
called  CoMKORTERS  (Confortators),  to  whom  special  duties  were  assigned. 
In  1321,  four  others  were  assigned  to  this  office,  called  CoUMCXLLOllS ;  tfao 
whole  eipht  c  instituting  the  Council  of  Transfer. 

3.  Kev-kkei'ers  (Clavigeri)  had  charge  of  the  treasury,  or  money  on 
band,  and  mode  oil  payments  in  money.  Their  whole  proceedings  wcro 
snlgeet  to  a  vigorous  supervision. 

4.  The  Jvnos  (Del  Oiudioe  del  Capitolo),  who  had  jorisdietion  of  all 
'  queslions  arising  under  the  eoUection  of  the  revenue  by  tlio  publio  oreditors. 

llis  acts  and  decrees  were  of  pablio  validity,  and  all  other  oourts  were 
obliged  to  acknowledge  tikeir  foroe. 
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tlie  appellation  of  compkre,  or  purchasers,  for  they  liad  in  fact 
purcliascd  certain  revenues  of  the  government.  The  loans  were 
divided  into  shares  of  one  hundred  ItreB  each,'  a  few  only  not 
being  subject  to  that  subdivision,  being  probably  transferable, 
08  at  Yenioe,  in  siimB  at  the  pleasure  of  the  holders. 


5.  The  VicARio  iros  a  judge  of  still  higher  authority,  having  ertminal  aa 
trell  as  eiTil  jiirlH^liction,  in  matters  of  rovenue,  taxes,  fines,  &c. 

G.  Another  Judgo,  holdinj;  a  epeciiil  office  (Giudice  de  Callef;ho),  was 
required  to  bo  selected  from  twenty  of  the  largest  foreign  creditors,  at  a 
special  meeting  held  for  that  purpose.  When  sitting  to  decide  questions 
to  be  Bubmitted  to  him,  ho  was  to  oall  to  his  assistance  other  creditors,  who 
ooald  then  vole  with  him.  No  one  could  be  oflbred  as  seenri^  for  a  debt, 
or  for  the  good  eondaet  of  ofScer?,  who  was  not  flnt  approved  by  this  Jodga. 
The  nobles  were  not  received  as  security. 

7.  Farmers  of  the  revenue  ( Appjiltntori).  An  extensive  system  of  sub- 
letting the  collei!tion  of  the  taxes,  i  cvrnn.  s,  customs,  &c.,  was  adopted. 
Much  of  the  business  of  the  judges  cun.sifted  in  deciding  questions  in  refer- 
ence to  these  farmers,  and  in  enforcing  their  contracts.  The  rules  under 
which  they  acted,  and  which  they  were  sworn  to  keep,  were  very  stringent. 
They  wdre  required  to  make  a  payment  in  hand  at  the  time  of  their  eon- 
tract,  and  to  give  security  within  the  first  quarter  for  the  fall  payment* 
either  by  an  order  upon  a  banker,  or  by  deposit  of  money  or  precious 
stones;  and  havinj^  undertaken  a  contract,  they  were  not  to  leave  the  hall 
until  they  had  completed  the  preliminaries.  They  could  not  sublet  their 
contrarts  without  due  permission.    Their  payments  were  to  be  made  ia 

•        money,  or  by  checks  upon  the  banker  who  had  previoasly  agreed  to  pay 
their  orders.  No  debtor  ia  defiialt»  no  member  of  the  Oonneil  of  the  An* 
ocDtc,  and  no  Abbate  of  the  people,  could  become  a  Farmer  of  the  revenue. 
Every  Farmer  in  arrear  paid  five  per  cent,  per  month,  if  ia  anear ;  and  if 
%  it  passed  a  year,  that  rate  was  doubled. 

8.  Protectors,  whose  duty  it  was  to  wateh  that  all  the  laws,  re;M[]:iti  ms 
and  contracts  respecting  the  public  debt  and  revenue  were  duly  observed 
and  enforoed.  It  is  a  prominent  feature  in  all  these  offices,  that  the  super- 
vision is  Tory  much  anbdivided,  and  very  much  teparated  from  the  ezecii» 
tion  of  the  eerrices,  the  faithfal  performance  of  which  they  were  intended 
to  secure.  No  doubt  the  need  of  so  many  officers  was  increased  by  the  fact 
that  many  large  cities  and  territories  were  among  the  eecttritiee  which  tba 
republic  had  assigned  to  tlio  creditors. 

•  The  lire  of  Italy  had  a  bimilar  origin  with  the  French  livre,  t'nf  Eniriish 
pound — that  is,  a  weight.  The  term  is  still  used  in  Milan  and  tienoa. 
Coiae  of  that  name  are  now  of  the  valae  of  aboat  fonrteea  OMiti ;  hot  what 
their  value  waa  in  t^e  13th  century,  is  a  snlgect  of  research. 
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We  might  greatly  prolong  the  eketeh  given  in  the  note,  of  the 
offices  pertaining  to  the  puhlio  finances  of  Genoa ;  hat  it  would 
still  fail  of  placing  the  whole  system  hefore  the  reader.  In  addi- 
tion to  the  many  oaths  and  securities  required  of  the  officers  wo 
have  na^ed,  and  their  suhordinates,  the  chief  officers  and  coon- 
ciUofS  of  the  repuhtic  were  reqiured  to  take  an  oath  to  ohserve 
all  laws  and  contracts  touching  the  rights  of  the  pnhlic  creditors, . 
and  ihat  they  would  in  no  manner,  directly  norindirectlj,  inter- 
fere with  the  revenues  or  income  pledged  for  their  payment.  No 
douht  this  vast  array  of  officers  connected  with  the  public  debt, 
and  with  salaries  depending  on  the  continuance  of  the  system^ 
greatly  assisted  in  giving  it  strength  to  resist  the  shock  of  war- 
ring factions,  and  the  perils  of  revolution.  The  parties  con- 
nected with  this  system  were  strong  enough  to  be  feared  and 
courted  by  all  sides,  and  they  secured  imomnity  in  all  circum- 
stances by  keeping  somewhat  aloof  from  public  affairs.  The 
public  creditors,  or  the  compere,  were,  however,  very  proi]ij)t, 
upon  occasions  of  great  public  emergency,  to  come  to  the  aid 
of  the  government  with  large  sums  of  money,  and  other  useful 
assistance. 

The  reader  will  be  further  impressed  with  the  complication 
and  minuteness  of  regulation  applied  in  Genoa  to  this  subject, 
when  he  learns  that  the  number  and  kind  of  books  to  be  kept  in 
these  offices  were  all  prescribed,  and  required  to  be  renewed 
every  year.  The  books  of  everj^  year,  as  soon  as  dosed,  passed 
into  another  office,  out  of  the  hands  that  kept  them.  Tot,  in 
the  most  turbulent  population  of  the  Middle  Ages,  these  minute 
nigttlatioas  were  observed  for  centuries,  and  as  long  as  the 
fopnhlic  maintained  its  importance. 

There  were  private  hankera  of  two  kinds  in  Genoa  previous 
*  to,  and  after  the  establishment  of  the  Bank  off  St.  George*  One 
kind  confined  their  business  mainly  to  tranaactiotts  connected 
with  the  public  revenue  and  finance,  and  to  deaUng  with  pnblie 
officers.  The  other  carried  on  such  general  banking  business  as 
reoeiving  money  on  deposit,  changing  money,  lending  money,  &c« 
These  were  placed,  by  law,  under  very  atrict  regulations.  They 
were  required  to  take  an  oath  to  fulfil  faithfully  the  duties  of . 
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their  profession.  Tbej  were  sworn  not  to  abrade  or  ofip  coins, 
direcdy  nor  indirectly,  nor  to  keep  young  persons  in,  nor  allow 
faangera-on  altont,  the  bank;  to  write  down  immediately  all' 
money  deposited  with  tbem,  by  wltom,  and  to  whom  and  at  what 
time  payable ;  to  refuse  to  exchange  false  money,  and  to  inform 
upon  all  persons  offering  suspected  coins.  They  were  to  make 
known  whether  the  bank  wag  tbo  property  of  one  or  many,  and 
if  there  were  partners,  to  make  their  names  known  at  the  office 
of  a  Tribunal  of  Commerce,  before  which  they  were  to  enter  into 
obligations  to  comply  with  the  law  of  iMukmg,  and  pay  all  penal- 
ties. The  name  of  each  partner  was  to  be  posted  up  in  the 
bank,  and  the  amount  of  his  interest. 

Early  in  the  loth  century,  murmurs  arose  among  the  people 
of  Genoa  in  re^rard  to  the  financial  position  of  the  country. 
After  several  years'  complaint,  a  commission,  or  committee  of 
eight  were  appointed,  in  the  year  1407,  to  report  a  plan  of  re- 
form. The  commissioners  were  men  who  enjoyed  the  confidence 
of  all  parties.  They  found  mions  bodies  of  compere,  or  public 
creditors,  each  holding  their  own  securities,  and  making  altoge* 
ther  an  injurious  complication.  The  commissioners,  after  con- 
sulting with  the  classes  concerned,  determined  upon  paying  off 
the  whole  public  debt,  and  a  resumption  of  all  grants  and  secu- 
rities. To  effect  this,  they  proposed  to  issue  shares  of  100  Urea 
each,  in  sufScient  amount  to  pay  off  the  whole,  so  fur  as  the 
holders  oonld  recei?e  payment  To  the  shares  thus  issued  were 
added  some  banking  privilegesi  and  they  were  to  be  secured  by 
ihe  reassignment,  on  the  part  of  the  republic,  of  such  part  of  the 
customs,  revenues,  taxes  and  proper^  before  held  by  the  oom- 
pere,  as  were  deemed  adequate  to  be  enjoyed  by  the  House  of 
8t.Gkorge  upon  the  same  terms  and  priviltgcs,  and  wilii  the 
same  rights  and  remedies,  which  accompanied  them  in  the  hands 
of  the  compere.   The  number  of  shares  to  be  issued  were  4767. 

The  Bank  of  St.  George  was  established  in  pursuance  of  the 
recommendations  of  the  commission,  a  further  loan  was  effected 
by  the  republic",  and  the  measure  appeared  to  find  full  favor 
with  the  people.  The  government  had,  by  this  measure,  suc- 
ceeded in  reducing  the  interest  payable  upon  the  public  debt  to 
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• 

Mven  per  cent.;  any  OTerplus  coUeoted  from  ihe  rcvennes 
aaaigned,  were  payable  to  a  smkiDg  fund  (Code  di  Redenzione). 
The  creditors  liad  previously  realised  nearly  eight  per  cent. 

The  Bank  of  St  George  was  as  watehful  of  its  spedal  interests 
as  its  predeoessors,  the  compere :  beaideB  the  general  provisions 
hj  which  it  enjoyed  largely  their  .ancient  powers  and  privileges, 
it  obtained  not  less  than  nine  further  concessions  during  the  first 
century  of  its  history,  and  among  these  a  most  distinct  and  full 
exemption  of  bank  shares  and  deposits,  from  all  attachuient  antl 
toiifiscation  for  any  public  or  private  claims,  ujjoii  any  pretence 
"whatever.  The  orjzauization  or  government  of  the  bank  became 
complicated  to  a  degree  even  far  exceediiug  that  of  the  compere.* 

'  The  governinent  of  the  Bank  eonsisted — 

1.  Of  a  General  Coaneil  of 480  memben,  over  eighteen  jean  of  age^  and 
faoldere  of  not  less  than  10  shares. 

2.  FA^ht  Protectors,  six  of  whom  orer  thirtj,  and  two  over  tweAtj-fire 

years  of  age,  holders  of  lUO  shares. 

3.  Thirt3--t\yo  Electors,  who  were  to  select  the  Protectors. 

4.  Four  Proveditors,  who  had  served  as  Protectors. 

5.  Eight  Proevraton,  eis  of  whom  over  thirtj,  and  two  over  tweiilgp4lT0 
jears  of  age,  and  holders  of  40  eharee. 

6.  The  Council  of  1444,  so  called  from  tiie  jeor  in  which  it  was  iattip 
tutcd.    It  consisted  of  eight  members,  qualified  as  the  Procurators. 

•  7.  FA^ht  Councillors  of  the  Salt  Impost,  with  the  same  qualifications. 

8.  Four  Sindicators,  holders  of  1' )  irhares :  two  of  these  to  be  twentj-five, 

the  others  to  be  over  twenty-two  years  of  age.  .  ) 

9.  The  Trcasarep-general.  He  wm  eleeted  hj  the  Papteetow  aild  the 
OonneU  of  1444.  He  gave  aoettrilj  to  the  amotut  of  90,000  lirai»  heeides 
a  depoeit  of  160.  Hie  ealarj»  at  first  1660  lime,  mm  find^j  advaneed  to 
32oG,  an  increased  depoeit  being  reqnized.  He  held  his  ofiee  Uto  jeere, 
subject  to  annunl  confirmation.  He  was  to  be  over  thirty  years  of  aj^e,  and 
not  allowf><l  to  be  engaged  in  any  othor  business,  public  or  private.  He 
was  to  have  no  interest  in  any  bank,  ur  any  concern  uf  bankers,  or  other 
persons  dealing  in  money,  lie  could  not  be  a  stockholder  in  St.  George, 
nor  have  an  aoeonat  current  with  aoj  ofieer  of  the  lame.  He  was  required 
to  he  in  hie  oflloe  with  hie  waigihor  everj  monkisg  and  afternoon,  to  receive 
and  paj.  He  eoold  onlj  reeeiTe  and  paj  the  coins  specified  as  taken  hj 
the  banli,  namelj,  from  the  mints  of  Genoa,  Spain,  Venice,  Florencti  and 
Naples,  of  the  wei;:;ht  and  at  the  price  fixed  by  the  Protectors:  othor  money 
was  taken  by  the  government  tariff,  Bi^lietti,  for  dividends,  were  payable 
in  scadi,  at  4.10  Urea.   Cortulario,  or  bills  for  deposit,  were  payable  in  the 
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The  rage  for  system  and  regulation  was  carried  so  far,  that 
when,  upi  n  an  extraordinary  public  emergency,  the  bank  made 
a  great  effort  to  assist  the  republic  "with  money,  it  resolved  to 
pass  three  annual  paynunts  of  interest :  very  little  was  left  for 
the  future  in  the  arrang(  inojit  of  the  business.  The  three  years* 
interest  were  each  postponed  three  years,  the  first  year  omitted 
being  payable  on  the  fourth  year,  the  second  on  the  fifth,  and 
the  third  on  the  sixth,  A  new  account  for  these  deferred  divi- 
dends was  opened  with  the  shareholders,  and  they  were  duly 
credited  with  each  dividend  payable  at  the  time  fixed.  These 
past  dividends  soon  became  as  saleable  as  the  shares  of  the  bank, 
the  interest  being  deducted  aocording  to  the  time  they  had  to 
ran  to  maturity.  In  this  way  the  hank  received  them  for  all 
taxes  and  dues,  and  the  shareholders  suffered  only  the  loss  of 
the  interest  on  their  dividends^  but  enjoyed  the  advantage  of 
a,  credit  for  three  years*  ineomey.  which,  i£  need  required,  they 
could  turn  Into  money  «t  only  the  diaoonnt  of  current  interest 
Upon  the  occasion  of  this  measnre,  the  eedesiastical  shareholders 
alone  hesitated  to  give  their  consent:  they  conld  not,  being,  we 

Bane  coin  wbioh  bad  been  reoeif«d.  All  ftlse  money  wm  to  be  cat  The 

treasviy  wee  never  to  be  without  the  earn  of  24,000  lires.  The  Treasurer 
kept  one  of  the  three  keys  of  the  trcMttiy,  the  Prior  another,  and  the  Sixh 
daco  of  the  Compere  the  third. 

All  these  officials  were  elected  in  modes  specially  hcI  forth,  each  class  by 
Bome  particular  combinatioa  of  the  others  held  for  that  purpose.  The 
dudcc  ^  eairfi  chse  wwe  dwignatBi,  and  eperad  oatbe  and  seeoiitiee  were 
ezaotod.  Bestdee  the  above,*  were  a  hoet  of  8abalteinolBeei%  of  greater  or 
leee  importance^  ench  ae  Rerieon,  Fiscal  Adrocatee,  Jodgee,  ChanoeUof% 
Con  suitors,  Ac,  to  all  of  whom  epecial  dataee  were  assigned. 

Oaths,  numerous  nm!  snlemn,  were  a  prominent  feature  in  the  gorern- 
mcnt  of  the  bank.  They  were  made  upon  "the  Holy  Evangelists  (Saoro- 
santi  Evangelj),"  and  after  minutely  enumerating  the  obligationa  under- 
taken, ended  with,  "  So  help  me  God,  and  these  Iluly  Gospels  (Cost  m'ajuti 
e  qoecti  aanti  EvaDgelj)."  There  were  not  only  general  oathe  of  office,  but 
apedal  oathe  hr  apecial  dntiee,  ae  they  ocooned.  fikmw  of  theee  oaths 
bimad  the  oficere  to  the  etrictest  eilenoe,  in.refereDoe  to  the  affdra  of  the 
bank  ;  and  in  some  oases  they  tvere  sworn  not  to  make  remarks,  nor  utter 
d(nibt8,  nnr  in  any  other  way  ti  convey  anything,  from  whioh  OOndaskHM 
could  be  drawa  respecting  the  business  of  the  hank. 
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may  suppose,  for  the  most  part  in  the  i*n>ition  of  trustees,  give 
their  assent  "without  T\ounding  their  consciences;'  and  applica- 
tion was  made  by  the  bank  to  Pope  Calistus  III.,  who  kindly 
authorized  the  measure,  accor<]ed  the  delay  asked  for  by  the 
bank,  and  saved  the  consciences  of  the  hesitating. 

This  system  of  deferring  dividends  for  three  years,  but  giving 
credit  for  them  in  advance,  was  repeated  aftorwnrds;  and  again, 
for  the  sake  of  the  ecclesiastics,  tlic  aid  of  the  Pope  was  invoked 
with  success,  as  appears  by  a  l^uU  of  Sixtus  IV.,  in  1470.  Owing 
to  Special  facilities  offered  by  the  bank,  these  deferred  dividends 
standing  on  the  books  to  the  credit  of  shareholders  became  the 
subject  of  great  traffic.  They  were  much  used  as  a  means  of 
purchase  and  payment,  nnder  the  name  of  PagftB  SerUH^  or  Ztr» 

Paghe,  for  wbicb  there  was  always  s  carrent  price,  which,  in 
fact,  constituted  a  separate  money  of  account  in  (3enoa.  They 
were  received  in  the  bank,  upon  terms  declared  in  advance  every 
year,  as  a  collateral  for  money  advanced,  generally  at  the  rate 
of  seventy-five  per  cent,  of  tbeir  nominal  rate^ 

In  the  year  1539  a  severe  famine  occurred,  which  compelled 
the  government  to  avail  itself  largely  of  the  aid  of  the  House  of 
St.  George,  as  it  became  necessary  to  commence  and  prosecute 
several  public  works,  for  the  purpose  of  employing,  and  in  that 
way  feeding,  tlie  poor.  The  advances  made  by  the  bank  resulted 
ill  a  new  contract-  with  the  republic,  hy  which  the  most  of  the 
taxes  and  customs  pledged  to  the  bank  were  conveyed  to  it  in 
full  property.  The  arrangement  was  satisfactory  to  both  par- 
ties, and  was  specially  helpful  to  the  bank,  by  giving  increased 
confidence  in  its  shares,  and  wider  credit  to  the  institution.  The 
ancient  privileges  were  not  only  retained,  but  enlarged.  No  new 
taxes  could  be  imposed,  aflecting  those  assigned  to  the  bank, 
,  without  its  consent.  The  Doge,  the  Governors,  and  their  suc- 
cessors, were  required  every  year,  at  the  instance  of  the  officers 
.of  the  hanky  to  swear  upon  the  Holy  Evangelists  to  observe  all 

*  '*EniDO  participi  nelle  compere  molti  Ecclcsiastici  e  CorporazioDc  reli» 
^ose,  ne  potevansi  prenifere  defibertsioae  in  proposilo  seaia  tfanCM  di  gra- 
vai*  Is  ooMiense."— Cvfo  Oimeot  p.  119. 

*  MsgDo  Contiitio  di  Cooaoliduion. 
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tlic  covenants  and  stipulations  contabed  in  the  new  contract, 
the  hank  paying  into  the  pahlio  treasury,  every  year,  50,000 
lires. 

Whatever  may  have  heen  the  pre<»8e  functions  of  the  House 
of  St.  George  as  a  hank,  previous  to  the  year  1678,  a  great 
change  was  made  at  that  time.  Its  shares  had,  before  then^ 
heen  largely  and  freely  employed  in  purchases  and  payments. 
It  had  received  deposits,  and  issued  hills  for  them  in  sums  to 
suit  the  depositor;  and  these  hills  had  circulated  with  great 
acceptance  as  a  substitute  for  money.  The  bank  had  not,  how- 
ever, become  a  great  commercial  agent.  In  the  year  1673^  after 
a  period  of  tranquillity  and  commercial  activity,  the  dty  was 
found  to  be  overflowing  with  the  diverse  coinage  of  Europe, 
Asia  and  Africa ;  the  inconvenience  became  so  pressing,  as  to 
require  a  remedy.  The  government  of  the  bank  therefore  applied 
to  the  rcjmlilic  for  an  enlargement  of  its  powers  and  privileges. 
The  api)lie:ui(»n  was  successful;  and,  after  the  example  of  Venice 
and  Amsterdam,  bills  of  exchange  of  any  amount,  payable  in 
Genoa,  were  made  payable  at  the  bank,  with  all  other  debts  over 
100  lires.  This  concession  to  the  bank  was  fortified  and  enforced 
by  heavy  penalties.  The  circulation  of  the  shares,  and  of  the 
bills  of  the  bank  was,  by  this  new  regulation,  freed  from  many 
formalities  and  delays  previously  cnountered.  The  presence 
of  a  notary  was  no  longer  necessary  at  a  transfer  of  shares  or 
deposits,  and  the  bills  were  circulated  simply  by  endorsement. 

The  transfers  of  shares  and  deposits  soon  fell  into  the  simpla 
and  easy  process  observed  at  Venice.  The  bills,  however,  were 
a  feature  of  banking  peculiar  to  the  House  of  St.  George.  They 
were  not  issued  in  small  amounts,  nor  in  special  denomination^ 
but  in  the  handwriting  of  the  officers  oC  the  bank,  and  in  sums 
requested  by  the  depositors,  or  persons  applying.  The  business 
of  the  bank  enlarged  so  rapidly  under  this  policy,  that,  as  some 
writers  express  it,  four  banks  of  the  same  kind  had  to  be  esta* 
blished  to  meet  the  demands  of  trade.  This  was  merely  a  cUvi* 
sion  of  the  customen  of  the  bank,  by  the  alphabet,  into  four  por< 
tions,  each  of  which  was  provided  with  a  separate  organisation 
of  officers,  clerks,  books,  kc  .;  so  that  eadi  of  these  departments 
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ma  independent  of  the  other,tihottg1i  all  wm  integral  parts  of 
the  same  institution.  The  bank  soon  became  widely  and  favor* 
ably  known  :  its  possession  of  immense  revenues  caused  it  to  be 
regarded  us  one  of  the  richest  institutions  in  the  world.  This, 
no  doubt,  increased  for  a  time  its  commercial  power  and  use- 
fulness.' 

Some  of  the  modes  of  transacting  business  in  the  bank 
strongly  illustrate  the  financial  caution  and  skill  of  the  Genoese 
people.  Each  of  the  four  departments  of  the  bank  in  which  de- 
posits were  received,  was  attended  by  two  notaries,  or  clerks, 
one  of  wliom  credited  the  depositor,  and  the  other  charged  the 
treasurer,  or  cii^hier,  w  ith  the  sum  received ;  the  treasurer  en- 
tered the  amount  in  the  depositor's  bank-book,  or  manual.  Here 
were  three  checks  upon  the  amount  of  each  deposit.  It  was  not 
in  the  powor  of  the  two  receiving  clerks,  or  notaries,  to  charge 
the  treasurer  with  more  money  tliaa  was  reeeived,  nor  was  it  in 
tlieir  power  to  give  the  depositor  credit  for  more  or  less  than  was 
received.  There  were  separate  books  for  the  entry  of  receipts  of 
gold,  and  of  silver.  There  were  three  separate  treasuries :  one 
for  deposits  of  coin,  which  wm  to  be  returned,  on  denumd,  in 
the  very  kind  deposited;  one  for  a  general  depository  of  gold 
and  silver  coins  at  rates  fixed  by  the  bank;  and  another  for 
cnrrent  cobs,  at  the  rates  named  in  the  amraal  table  of  rates 
published  by  the  government. 

The  shares  into  which  the  public  debt,  as  held  by  the  bank,* 
was  divided,  were  caHed  ^*lnoghi*'  (places),  being  for  lOOliies 
each.  They  were  transferable  verbally,  in  the  presence  of  a 
notary  of  the  bank,  by  writing,  by  will,  or  by  mortgage.  These 
shares  circulated  freely  and  estensivGly  in  commerce,  both  in 
purchase  and  in  payment.  They  attiUned  a  value  far  above  par, 


'  Tbe  power  of  tho  bank  no  doubt  orestid  apf»rdMatfoii«»  iHiieb  •ooie* 
times  foond  exiNreasion,  ia  despite  of  its  jrepteeaiTe  ioflaeaee.  Foglietta,  an 
Kisfcorian  of  Oeiioa»  says  that  this  bank  "  beoaase  a  body  of  the  riehsst  ei^ 

zena  —  a  republic  more  potent  and  terrible  than  its  mother.    It  began  to 

be  fi'arc-i  t!  :!t  the  bank  ^voiild  swallow  the  roptil^lic  ;  thnt  i?,  that  the 
republic  would  reappear  an  a  bank,  after  having  been  swallowed  as  a 
republic."  —  EconomiaiiltcUiani,  raric  Moderna^  vol.  viii.,  p.  360.    '  *  ' 
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and  held  it  for  a  period  of  more  than  two  oentnries.  In  an 
elaborate  table,^  taken  from  the  boobi  of  ihe  bank,  bj  Carlo 
Cnneoy  tiie  rate  of  the  dmdenda  Is  g^Ten  from  the  year  1409  to 
1800»  and  the  price  of  the  aharea,  from  the  year  1559  down  to 
the  flame  year.  The  aharea  were  at  48,  in  1559 ;  in  1582,  aft 
112;  in  1606,  at  219;  in  1621,  at  278.  Thia  adranoe  waa 
attended  with  many  and  wide  floetuationB :  the  rate  continued 
to  vary  between  140  and  200  down  to  1739,  after  which  tiia 
quotations  arc  in  scuJi  of  4  lircs  4.  In  1740,  the  quotation  is 
SO  scudi,  Avhich  is  still  over  25  per  cent,  above  par :  the  rate 
fluctuates,  down  to  1797,  betw(?en  20  and  34  scudi;  in  1798, 
it  is  at  8,  and  in  1800,  at  4.  The  same  table  furnishes  the  price 
of  the  deferred  dividends  (valute  delle  paghe)  from  1559  to 
1764.  They  are  singularly  free  from  fluctuation.  Being  much 
employed  as  a  currency,  this  steadiness  of  value  must  have 
been  a  great  recommendation. 

The  money  of  Genoa,  during  the  period  in  which  the  banic 
flourished^  although  understood  practically  by  those  who  were 
*  immediately  conversant  with  it,  was  a  mystery  which  writers 
of  history  did  not  penetrate.  The  only  reliable  aooonnt  of  it 
*now  is  in  the  works  npbn  exchange,  hook -keeping,  upon  the  value 
of  coinBi  anch  as  merchants'  guide-books,  bankers'  assistants  — 
Worka  not  rare  then,  in  various  forms,  from  heavy  folioe  and 
quartos  to  light  books  for  the  hand.  When  the  history  of  money 
Is  properly  written,  these  books  most  famish  the  materials.  The 
ooeasional  referenoes  to  this  subject  by  historians  are,  for  the 
most  part,  wholly  nnsafe.  Sach  a  system  of  moneys  of  account, 
coins  and  cnrrenciea  as  eiisted  at  (lenoa  could  never  be  undcr^ 
stood  without  special  initiation  em  by  contemporaries,  much 
less  by  those  who  look  back  at  it  from  the  distance  of  half  a 
century.  It  would  require  far  more  space  than  we  can  give  to 
attempt  an  exposition  of  the  subject,  and  far  more  figures  than 
the  reader  would  care  to  look  at.    Such  an  examination  would 


I  This  table  may  bft  found  at  pages  307  to  311  of  "DOnto  JWUeo  <K 
GmQ90i7'  The  atwttaek  was  aude^  tiM  aolhor  nodestly  intiaatMb  ''aon 
acnsa  fttfoa." 
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not,  however,  be  without  its  profit  to  the  real  student  of  the 
theory  and  usages  of  the  monqr  sjstenu 

The  currencies  of  Genoa  were  of  several  kinds :  — 

1.  The  bank  shares,  consisting  each  of  100  lirca  of  tho  public 
debt,  as  held  by  the  bank.  It  was,  in  fact,  by  the  constitution 
of  the  hanky  rendered  a  bank  stock.  This  cireaUted  with  almost 
as  much  focilitj  as  a  bank  deposit.  It  became  the  foundation 
ef  a  separate  money  of  account,  in  which  the  value  of  the  bank 
shares  were  ever  after  expressed.  This  mon^  of  account  be- 
came iSzed  at  the  point  when  the  shares  had  risen  to  a  rate 
about  twenty-five  per  cent,  above  par.  Bank  money  (valnte  banco) 
was  then  always  rated  at  about  twenlj-five  per  cent  above  the 
common  currency.  The  bank  shares  went  up,  subsequently,  to 
nearly  three  hundred  per  cent,  above  nominal  par,  and  were 
quoted  accordingly;  but  the  money  of  account  celled  bank 
money  never  varied.  It  became  a  reliable  register  of  the  values 
to  which,  hy  the  custom  of  inereliants,  it  was  applied.  It  was 
as  readily  used  to  express  the  value  of  coins,  and  other  cur- 
reucies,  ad  it  was  to  state  the  value  of  the  bank  shares.  The 
bank  also  issued  bills  in  the  denominations  of  this  money  of 
account,  which  served  as  a  currency  of  the  same  nature  as  the 
shares,  but  current  out  of  the  bank  by  means  of  tliose  bills.  It 
is  probable  they  were  issued  upon  tlie  hypothecation  of  shares, 
which  were  redeemable  upon  the  return  of  the  bills.  These  were 
used  to  some  extent  in  tho  early  history  of  the  House  of  St. 
George,  but  were  less  used  when  the  business  of  the.  bank  was 
enlarged;  and  deposits,  with  bills  Issued  for  them,  came  into 
use  as  a  currency. 

2.  The  bank  deposits  being  transferable  with  facility,  were 
employed  largely  as  a  currency  in  the  chief  transactions  of  busi- 
ness. The  bank  bills  issued  for  deposits  were  also  used  exten* 
sively  as  a  currency,  i>ut  to  what  extent,  as  compared  with  the 
deposits,  we  are  not  informed.  These  deposits  and  biUs  repre* 
sented  coins  of  full  weight  and  value,  and  were  payable  on  de- 
mand m  such  omns.  *The  coins  themselves  were  not  a  oorrenoy, 
but  an  article  of  m^chandise.  The  madenines  of  Genca  were 
probably  the  only  coins  taken  bj  their  lace^  without  weighing 
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and  assaying ;  but  they  were  subject  to  fluctuatiuu  in  tlic  mar- 
ket, and  tliosc  who  needed  them  were  obliged  to  pay  the  current 
price.  Coins  of  gold  and  silver,  from  the  mints  of  Genoii,  and 
coins  of  gold,  from  the  mints  of  Spain,  Venice,  Florence,  and 
Naples,  were  taken  on  deposit  at  a  rate  fixed  by  the  protectors 
(officers)  of  the  bank ;  and  other  coins  at  the  rate  fixed  by  the 
tariflF  of  the  government.  All  these  were  convertible  into  cur- 
rency by  being  deposited  at  the  rates  fixed  by  the  bank.  A 
moiMij  of  aocoont  was  formed  v^u  these  depositSi  in  which  their 
value  or  price  was  rogohurly  expressed ;  it  remained  conatant, 
.  whatever  fluctuations  occurred  in  eoins  or  bnUion.  This  money 
of  acooant,  called  moncta  di  permcssi,  expressed  in  Ures,  with 
jthat  ]»refiz,  denoted  a  Taloe  of  the  lire  about  fifteen  per  cent, 
above  ordinary  currency.  The  duties  payable  at  the  onstom- 
bouse,  and  other  public  revenues  of  the  bank,  were  all  estimated 
in  this  Money  of  account ;  and  the  books  pertuiung  to  them, 
and  the  money  in  the  treasury  of  the  bank,  were  kept  in  it. 

8.  Another  currency  of  Qenoa  was  the  deferred  dividends  of 
the  bank.  A  credit  for  these  dividends  was  regularly  entered 
to  each  shareholder  for  three  years'  dividends  on  each  share. 
The  par  of  these  credits  was  21  lires  for  each  share.  This  was 
subject  not  only  to  the  discount  of  interest,  but  to  such  further 
discount  as  the  course  of  the  market  might  impose.  The  market 
value,  subject  to  variation  of  interest  according  to  time  of  pay- 
ment, in  1559,  was  14  lires  43.  In  the  course  of  a  century  they 
rose  to  17  liies.  Tlwy  stood  subsequently,  for  a  century,  at  18 
lires.  Upon  these,  as  we  have  already  said,  a  money  of  account 
was  formed  which  expressed,  in  lires  di  paghe,  the  varying  value 
of  these  credits  according  to  the  time  they  were  payable,  and 
the  state  of  the  demand  for  them.  They  were  receivable  by  the 
bank  for  all  demands,  at  a  rate  fixed  every  year,  with  deduetioa 
of  interest  according  to  time.  The  people  of  Genoa  well  under- 
stood what  was  meant,  when  moneta  di  paghi  was  spoken  of; 
and' this  currency  was  as  acceptable  as  any  other,  because  it  was 
taken  by  the  bank  not  only  in  payment,  ^but  as  a  security,  ad> 
Tances  at  the  rate  of  seventy-five  per  cent,  being  made  upon  it 
at  all  timea.   The  bank  oould  always  reg^d  it  as  a  favorite  our* 
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teiiey,  beotm  it  wts  a  Mt  of  tbe  hnk ;  tocl  reoaving  it  wis 
extinguishing  »  debt  in  ad? anoe  at  a  fair  rate  of  dlMonnt.  laret 
li  pagbe  were  alwajB  above  par  in  tbe  eommon  onrrenej. 
4.  Tbe  eoBfmoii  onnrenoj  of  Genoa,  In  wbieb  retail  bnebieet 

and  many  other  transactions  were  carried  on,  were  the  usual 
circulating  coins  of  gold  and  silver,  a  large  portion  of  which 
were  much  worn  by  use,  or  which  had  suffered  from  paring,  plug- 
ging, sweating,  and  other  modes  of  abstracting  from  the  value 
of  coins.  This  money  had  also  its  separate  money  of  account, 
called  fuori  banco,  or  out-of-bank  money.  The  coins  to  Avhich 
it  referred  were  in  all  states  of  deterioration,  though  taken  for  a 
time,  even  after  they  had  lost  a  part  of  their  weight,  at  their 
nominal  value.  The  money  of  account  which  supervotied  upon 
the  use  of  these  abused  coins,  took  a  lower  standard  for  the  liro 
tban  the  other  currencies.  It  became,  however,  a  real,  though 
less  permanent  money  of  acoonnt.  In  it  the  prices  of  retail 
trade  were  expressed,  and  generallj  all  the  eomraon  transaetionfl 
of  life  not  connected  with  the  larger  mOTements  of  trade,  or  witb 
the  bank.  It  was  the  ordinary  money  of  account :  when  the 
others  were  used,  their  speeifie  name  was  fireqnently  mentioned ; 
and  people  were  general^  si^posed  to  express  amounts  in  inori 
banco,  imless  there  was  some^ihig  to  show  tbe  contrary.  It  in 
no  way  appeared  on  the  boobs  of  tbe  banb,  tbongb  no  donbt  tbe 
boobs  of  acoonnt  of  tbe  distribating  merchants,  tradesmen,  and 
diopkeepers,  were  wholly  kept  in  it.  In  their  books  sll  other 
eoxrencies  were  reduced  to  tbis  money  of  account. 

Tbe  adTantage  of  tbe  bank  to  the  eonunercial  community  in 
wbicb  it  uras  situated  was  yery  much  the  same  which  we  have 
already  specified  in  regard  to  the  Bsnks  of  Amsterdam,  Ham- 
burg, and  Venice.  We  need  not  repeat  the  benefits  of  aroiding 
hazards  and  troubles  in  making  the  large  payments  of  com- 
merce in  coin,  nor  refer  again  to  the  rapid  circulation  attained 
by  transferring  the  ownership  of  coins,  instead  of  the  coins 
thc^nselves,  in  tlic  payments  of  trade.  We  need  not  even  advert 
at  length  to  the  lesson  taught  by  this  mode  of  payment,  that  it 
is  not  essential  to  a  payment  that  coins  or  bullion  should  bo 
soen,  handled  or  touched,  to  make  effective  payments ;  and  that, 
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thcreforc,  neither  coina  nor  bullion  are  of  the  essence  of  a  pay* 
ment ;  and  that,  howcTer  neceetarj  it  is  that  payBM&ts  should 
be  complete,  satisfactory  and  irreversible,  yet  these  requuitoik 
are  all  fully  attainable  without  actually  employing  tlie  precieas 
metals  in  any  shape ;  and  that,  in  faety  aboAdsai  employmeBtt 
pan  always  be  found  for  the  precious  metalsi  wbe&  vnarj  «bvioa 
to  avoid  their  use  in  coamerce  is  exhausted. 

The  Bank  of  Venice  made  one  impoitaat  step  in  advance 
of  its  contemporaries :  it  circulated  the  ownership  of  a  claim 
vpMi  the  goTemment,  or  of  coins  on  deposit;  the  Bank  of  Genoa 
not  only  drculated  both,  but  first  resorted  to  the  nse  of  bank 
bills.  This  was  not  done,  it  is  tme,  in  the  imipro¥ed  and  conva* 
nient  forms  now  in  nse ;  they  were  not  issued  in  denominatioaB 
of  thonsandsy  hundreds,  fifties  and  fives^  but  merely  in  soch  snaaa 
as  were  required  by  those  who  took  them.  They  were,  besideSt 
only  negotiated  or  passed  by  endorsement;  yet,  with  all  this^  il 
was  a  long  step  in  advanee,  and  furnished  to  the  commercial 
community  a  most  eifective  instrument  of  payment.  We  are  well 
informed  that  the  bills  issued  by  the  bank  were  much  employed, 
but  cannot  now  ascertain  whether  they  were  issued  in  small 
sums.  We  believe  they  were  chiefly  employed  ia  large  transac- 
tions. A  deposit  of  gold  or  silver  entitled  the  depositor  to  a 
bank-note,  or  notes,  for  the  sum ;  the  holders  of  shares  ia  the 
bank  were  also  entitled  to  bills,  upon  some  terms  not  fully  ex- 
plained, but  probably  constituting  a  form  of  circulating  the 
shares  out  of  the  hank,  which  were  otherwise  only  transferable 
in  the  bank.  Bills  were  issued  upon  the  deferred  dividends, 
reduced  to  their  value.  These  several  forms  of  hills  pei-formed 
large  service  as  currency,  in  connection  with  the  hank  shares, 
and  the  deposits  in  the  Lank.  All  these  were  at  a  lai*ge  pre- 
mium over  the  remaining  circulation  of  coins  called  fuori  banco 
money. 

If  the  payments  of  a  great  commercial  city  like  Genoa  had 
been  made  in  coins,  there  could  have  been  no  eocape  from  the 
Bse  of  mules  and  carriers,  with  an  army  of  expert  teUers.  Variena 
plans  of  avoiding  the  risk»  trouble,  delay  and  expense  thus  en- 
eonntered>  had  at  different  periods  been  adopted:  this  of  bank 
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m  to  Affoard  gmt  BaMaotion.  It  was  fbnnd  to  be  a  ra^nd,  saft 
md  ilieieDt  snaaaa  of  payment. .  The  principle  upon  which  Uiis 
fMoeeded  was  eooa  mderalood ;  it  wae  not  eiMntially  different 
imn  that  whioh  governed  other  modes  of  payment.  Amoonil 
payable  and  xeeii?able  eonld  only  legally  bodieoharged  m  eoins^ 
or  other  legal  emrency;  bat  debton  are  onlj  anxious  to 'be 
M^utted  of  tbsSr  obligations  In  my  manner  that  shall  be  elfeo- 
tnal,  BstiBfaotory  and  creditable.  They  do  not  necessarily  ask 
or  exact  payment  in  coins ;  they  are  content  to  receive  what 
they  find  others  are  willing  to  take.  In  Genoa,  the  merchant 
who  had  money  to  receive  was  quite  willing  to  take  bauk  bills, 
becanse  those  to  whom  he  was  under  engagements  were  quite  as 
willing  to  receive  them  from  him.  AVhen  a  bank  bill  of  10,000 
lires  had  tlivis  passed  into  his  hands,  and  from  his  hands  into 
those  of  another  to  whom  he  was  in  debt,  it  had  made  two  pay- 
ments of  that  sum.  and  discharged  debts  to  the  amount  of  20,000 
lires.  This  was  not  in  virtue  of  any  intrinsic  value  in  the  paper 
bill,  but  because  it  had  been  accepted  in  payment  by  one,  and 
nsesived  from  him  in  payment  by  the  other.  So,  if  the  bill  had 
been  an  undetected  counterfeit,  it  might  have  passed  through  an 
hundred  hands,  eaoh  time  making  as  perfect  a  payment,  and 
effecting  as  complete  a  discharge  of  the  parties,  as  by  any  other 
means. ^  The  process  is  tho  same  as  if  each  creditor  should  say 
to  his  debtor^  at  the  time  of  payment :  "  I  will  ncqnit  yon  of  the 
ten  thoQsand  yon  owe  me,  if  you  will  fomish  me  the  means  ef 
disohargmg  that  amoant  which  I  owe  te  others."  It  matters 
ssty  to  the  Taltdi^  of  the  payment,  whether  that  debtor  deliren 
to  that  ereditor  a  bag  of  coins  oontaaning  the  required  qnantttji 

'  Wc  are  very  far  from  thiiikinj;  thnt  spurious  money  can  mako  as  safe, 
or  ns  j;ood  a  currency,  its  genuine.  It  is  ii  fact,  however,  to  which  we  need 
not  siiut  our  eyes,  that  there  in  always  a  oousiderablu  uiuuunt  of  cuuatcrfcit 
mooey  in  circolatioo,  performiDg  the  offic«  of  good  nonoj.  The  best  coins 
■Md  m  bavs  endit  eoeovdsd  to  then,  or  thoy  oanaot  eiieulate  at  nonsy ; 
if  that  eredit  ia,  frau  SgnoraDoo  or  mistake,  giTta  to  bad  ooIm,  they  wiU 
fnlfil  the  fuDOtioDs  of  money.  CqIds  should  be  good,  that  they  may  deoerva 
and  continue  to  eojoy  the  ctedit  whioh  ia  asseotial  to  their  oonkinnad  om 
M  ooins. 
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a  bank-note  of  the  amount,  or  a  paper  giving  Ua  ft  ligM  ^  if 
eredit  with  those  to  whom  he  is  bound  to  pay  a  like  sum. 

The  circulation  of  bank  bills  .was  a  method  in  detail,  by  which 
those  who  kept  no  direct  account  with  each  other  could  set-off 
their  credits  against  their  debt9|  or  spplj  the  one  in  diMiiM|gi 
of  the  other.  Each  one  who  reoMTed  a  bank  bill  ia  paymaa^ 
and  had  transferred  it  away  in  pajmenti  bad  made  a&  entry  m 
eaeh  side  of  the  genersl  aoeount  of  his  debits  and  oreditSi  aai 
bad  to  that  extent  balanoed  the  aooonmt:  mrj  sneseediag 
operation  of  the  same  kind  was  with  the  same  «8eo^  and  thaa 
tiie  entries  made  progress  as  time  elapsed^  nntU  the  bil^O 
remained  which  woald  have  resulted  if  the  whole  prooaedia^ 
had  been  a  mere  aet  of  book-keeping.  What  was  thus  done  ^ 
one,  was  done  by  all,  and  the.  process  of  liqnidatioA  proseeded 
as  men's  HabilitieB  matured.  It  eannot  be  qoestbned  that  bank- 
notes have  some  advantages  over  transfers  of  bank  credits :  they 
obculate  OYerywhere,  and  at  all  times ;  in  bank  hours,  and  out 
of  bank  hours,  day  and  night;  in  country  and  city,  between 
those  vrho  have  bank  accounts,  and  those  who  have  none ;  be- 
tween the  poor  and  rich,  foreigners  and  citizens,  without  forma- 
lity or  loss  of  time,  and  without  intervention  of  notary,  or  proof 
of  identity ;  and  of  course  no  medium  of  exchange,  so  far  as 
they  are  applicable,  has  ever  been  found  more  convenient  and 
effectual.  The  Bank  of  Genoa,  by  thus  fully  exhibiting  the  ad- 
vantages of  bank-notes,  may  bo  considered  as  the  link  which 
connected  the  deposit  hanks  with  those  of  circulation.  The 
range  of  usefulness,  however,  of  bank-notes  is  far  less  than  that 
of  deposits :  the  convenience  of  the  former,  to  a  certain  extent, 
is  undoubted ;  but  the  larger  payments  will  always  be  made  bgf 
deposits. 

'  Although  the  House  of  St.  George  was  inferior,  in  importanoa 
and  commercial  utility,  to  the  Bank  of  Venice,  it  was  a  vast 
eoncem,  of  great  power  and  wealth,  whioh  eigoyed  for  a  l^nj 
period  high  confidence  in  Europe.  Genoa  was  a  free  port,  ao 
eaUed ;  that  ia,  sn  entrepdt  where  goods  coald  be  hinded,  stored^ 
assorted,  and  reshipped  to  any  part  -of  the  world,  without  paying 
duties;  but  all  goods  passing  into  consamptioD  in  Genoa  wera 
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mlljeee  to  Mm  Mfleeied  hj  the  beak,  wliioh  bad  tbo  the  me- 
mw  mSag  from  iororal  bandred  storage-honses  situate  mStbm 

the  enclosure  of  the  free  port,  and  other  similar  perquisites. 

The  Bank  of  Venice,  resting  wholly  upon  the  stahility  of  the 
republic,  and  its  own  good  management,  had  a  career  of  com- 
inercial  success  and  high  credit  of  more  than  five  hundred  years; 
hut  perished  utterly  with  the  Venetian  government,  offering, 
however,  not  a  penny  as  a  prey  to  its  destroyer.  The  Bank  of 
Genoa  having  a  vested  interest  in  a  large  real  estate,  and  in  the 
revenues  of  the  port,  survived  the  shock  and  the  ravages  of  the 
French  invasion;  but  shorn  of  its  importance,  its  credit,  and 
of  nearly  all  its  wealth,  which  became  the  prey  of  a  French 
army.  If  the  administration  of  the  House  of  St.  George  had 
been  directed  chiefly  to  commercial  utility,  under  wise  arrange* 
Mate,  its  oonstitiitioa  would  have  been  consistent  with  great 
dBoiency.  It  might  easily  have  been  placed  in  the  same  rank 
with  tiiat  of  Yenioe.  The  exterior  circulation  of  notes  uened 
for  deposits  was  an  advantage  not  enjoyed  at  Venice.  In  the 
latter  eity,  howeyer,  the  process  of  adjustment  was  better  under- 
•taodf  and  therefore  more  directly  practieed.  It  was  canned  to 
the  ntmcet  point  of  commercial  oonYenienoe^  and  the  reeort  to 
ptfrnont  in  ooins  waa  only  when  speeial  reaaona.  made  it  necee- 
aaaj;  aa  when  ooins  were  required  for  esqiKNTtation,  or.in  dealing 
irilb  fereigneray  or  for  the  retail  trade.  In  Genoa,  the  cironla- 
tktt  of  baak-Botee  waa  mainly  a  mere  anbatitntion  of  the  notes 
jfor  coina,  by  wbioli»  indeed^  a  greatly  inereaaed  activity  oonld  be 
pgm  to  the  eireiilation ;  but  the  coins  were  lying,  in  the  mean 
time^  unemployed.  This  bank-note  circulation  coat  the  interest 
of  tka  coina  on  which  it  was  based.  In  Venice,  the  gOTcmment 
took  the  ooina  brought  to  the  bank,  ai\d  applied  them  to  the 
public  service,  and  to  that  extent  lessened  the  neoesnity  of  taxa- 
tion) and  strengthened  the  state,  which  was  the  guarantee  of 
the  bank.  Both  these  banks  were  highly  prized  in  their  respec- 
'  tivo  cities,  and  of  great  reputation  abroad ;  both  maintained 
their  standing  and  usefulucss  longer  than  any  other  banks  have 
ever  done ;  but  in  each  respect,  the  Bank  of  Venice  takgs  pre- 
cedence. 
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Li  Mi  aitule  on  ImnkB,  in  the  ''Bncjclopaeddi  of  Jas^ 
(«L'£ncjclop6die  dn  Droit"),  M.  Qautier,  speaking  of  hmaim 
{banded  in  imitatum  of  Aat  of  Yeoioe,  remarkiy  ''that  in  eraating 
ihem  they  eftabliahod  for  fhov  vo  a  fietitiooa  monoj,  or  money 
of  convention,  of  fixed  value,  and  usually  higher  than  that  of  tha 
current  money  in  which  their  payments  and  receipts  were  made, 
and  their  accounts  kept,  by  means  of  an  agio  varying  between 
one  and  tlic  other."  . 

In  remarking  upon  this,  the  able  author  of  the  article  on 
banks,  in  the  "Dictionary  of  rolitical  Economy,"  M.  Coquelin 
asks :  "And  wliy  this  adoption  of  a  fictitious  money  in  the  most 
part  of  the  banks  instituted  at  that  period  ?  Is  it  explained 
by  the  circumstauee,  that  the  deplorable  abuse  of  debasing  coins 
was  then  very  frequent  in  most  of  the  States  of  Europe;  and 
that,  however  the  Republics  in  which  these  banks  were  esti^ 
biished  had  avoided  those  abuses,  by  the  relative  wisdom  of  their 
administration,  they  woro  yet  not  safe  from  the  invasion  of  d^ 
based  coins  thrust  upon  them  firom  abroad,  thus  darangiag  tha^ 
oommercial  transactions  ?  It  was  to  give  to  these  transactioiw 
a  saler  basis  that  the  banks  adopted  an  ideal  monaj,  which  mm 
seenre  from  all  alteration. 

When  coinB'  of  gold  or  silm  wars  paid  into  one  of  ihM 
bsiiks^  it  rodaoed  them  of  oonrse,  after  an  assay  hafing  Jbr  ili 
objeet  to  sbov  the  quantity  of  ino  metal  irhieh  they  contained 
into  the  ideal  money  of  wUoh  it  had  made  ohoiMy  ginng  to  tbb 
coins,  howeTor,  for  greater  safely^  a  Tala«  somowhat  lees  tbtt 
■they  had  in  reality. 

''This  sobstttittion  of  an  ideal  money  for  the  oommt  money 
is,  perhaps,  the  greatest  sernee  which  these  ancisiit  banhi  af 
'deposit  have  rendered.  By  tins  means  they  hara  at  least  inlfv* 
dnoed  seonrity  into  their  oommeroial  relations,  and  endowed  the 
oitlee  In  which  they  were  sttoatsd  with  a  sort  of  relatiye  credit, 
very  superior  to  that  enjoyed  by  others.  Add  to  this  that,  in 
permitting  merchants  to  effect  their  payments  and  their  receipts 
by  the  simple  method  of  Avritingf,  tiicy  saved  them  hi  a  ecrtaiu 
degree  from  the  care  and  expense  which  ordinarily  attend  the 
handling  and  the  transportation  of  coins.    With  this  exception^ 


Digitized  by  Google 


IMPORTAKCS  or  DISTJRIBUriOS. 


831 


m  regard  thm  ftt  tiie  |»rtifait  day."  > 
'  TlwQO  fewarks,  by  wnftara  «f  ntelligenee  and  Authority, 
fvnuth  ifcriking  instances  of  the  confasion  which  munt  ]>rovail  in 
-the  minds  of  those  who  treat  of  money,  without  duly  attending 
lo  the  distinction  between  money  and  money  of  acconnt.  M. 
Gautier,  who  was  for  a  time  President  of  the  Bank  of  France, 
saw  clearly  that  the  business  of  the  Bank  of  Venice  was  done  by 
means  of  a  money  of  account,  which  be  calls  a  fictitious  money, 
or  money  of  convention.  He  inferred,  erroneously,  that  it  was 
established  or  agreed  upon  solely  for  the  purposes  of  the  bank. 
It  was  not  established  by  any  act  or  agreement  of  the  state  or 
.people;  it  was  not  even  contemplated,  nor  thought  of:  it  was 
the  growth  of  circumstances.  In  its  nature  it  was  not  new ;  for 
all  the  coin  and  money  in  previous  use,  and  all  articles  of  com- 
merce, had  their  prioea  expressed  in  one  or  more  moneys  of 
account  then  in  vm.  It  being  the  iimtfiaUe  habit  of  people 
ianiliar  with  priees,  and  the  imaiMimi  of  takwe,  to  fix  thd 
^MionuDations  m  vhioh  they  are  expr«8Md  independently  of  the 
'Coins,  or  other  ^alues,  from  whiph  they  take  their  origin,  firmlj 
and  fnilj  in  their  mindBy  the  people  of  A^enice,  in  »  T617  few 
jMBths  OK  jean»  beeame  perfectly  familiar  with  the  corrent  Yslne 
of  the  deponto  of  the  Bank  of  Venice.  They  would  soon  eea46 
10  make  any  eompviaoa  betwaeB  the  deaomiiiatioiiB  m  which  the 
'Value  of  theee  dqwuti  weve  expreeaed  and  ooins.  They  wouM 
learned  their  Talne,  ladepMideiit  of  any  saeh  eomparisoii. 
If  it  happened  that  nothing  in  theeondaot  of  tiie  gomoment,  or 
tiMM^oatroIliiig  the  hank,  diatoiM  the  Mtinate  made  of  tho 
take  of  thwe  depoiiti,  the  moMy  of  aeoount  founded  upon  them 
-vciold  beJbEed.  While  ooiaa  without  were  mljeet  to  deteriora^ 
tim  in  many  ways,  and  to  debasement  on  the  part  of  govemmeiitSy 
and  therefore  to  flnofeeatioa  in  price,  the  depoilta  would  remain 
unchanged ;  and  the  money  of  account  founded  on  them  would 
Lecouic  more  firmly  fixed  in  the  minds  of  those  who  were  con- 
stantly employing  the  fundii  of  the  bank  in  their  current  payuieuts. 


^  Dictioanaire  de  Ecod.  Politique,  Paris,  18o2»  Art.  "  Bao^ue.*' 
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the  positioii  of  M.  QMiiar.  It  k  mOj  ivf  mmIom,  if  no^ 
tnyagant,  to  say  tbafc  tbt  clu«f  Mrrioe  Molmd  IIm  «ufiv 
banks  of  Europe  irai  thd  Miplo jmoiit  of  tUt  idotl  raiej  (mm^ 
naie  ideale).  It  is  oertMiil^to  eioditof  CotpM^t  thatte 
perceived  and  appreciated  tiM  MO  of  ikmm  iMMtfi'Of  aoooo*^ 
bat  how  could  he  fail  to  perceive  th^  vrnvnul  wo,  if  be  rooll(f 
understood  their  application  in  those  hanks  1  The  fOOSOIl 
gives  why  the  banks  ever  rejiurtcd  to  their  use  is  nothing  to  dMi 
purpose. 

The  bad  state  of  the  coins,  and  the  debasements  of  the  coinage 
by  public^  authority,  were  inducements  to  the  establishment  of 
the  banks,  but  had  nothing  special  to  do  with  the  ideal  money, 
or  moneys  of  account,  which  grew  out  of  the  usages  of  the  banks, 
and  the  mental  habits  of  a  commercial  people.  The  agency  of 
these  moneys  of  account  in  the  commerce  of  that  period  must 
have  struck  the  mind  of  Coquelin  with  great  force,  to  have  in- 
duced the  remark  we  have  cited  :  it  only  needed  that  he  should 
open  his  eyes  a  little  more,  to  see  that  the  service  rendered  by 
moneys  of  aocount  in  that  day  have  been  far  transcended  by 
their  agency,  in  kter  times,  in  all  banks,  and  in  all  the  transac- 
tions of  the  oiodit  i^ystemy  of  vhieh  thi^  are  the  ehief  instnir 
ment. 

To  exhibit  still  more  evidently  the  diflionlly  of  explaining  the 
monoj  of  Qenoa  hj  those  who  do  not  observe  the  distinction  be- 
tween money  and  money  of  account,  wo  SBli||oatt  the  following 
long  extraet  from  the  most  elahoiale  wofk  i^on  the  finanoss 
and  Bank  of  Qeaoa  wUbh  has  oome  la  owhaada.  We  qwsla 
fiom  a  ohi^,  the  tide  of  wludiis:  '^Tttb  diioMt  kinds  of 
money  naed  at  the  Bank  of  St  Gseige."* 

*'In  a  titj  like  Genoa,  essentiaOy  addieted  to  oommeroe,  the 
increase  (l*aamento)  to  whiok  Ike  eftetiYO  money  was  sa^eot» 
in  the  progress  of  yean,  oenld  not  ho  ovedookBd  in  die  payment 
of  debts  of  kmg  standing;  and,  in  ftet,  we  find  tkaft  n  law  of  dm 

'  Memoire  Sopra  Tantico  Debito  Pubblico,  Mutoi,  Compere  c  Banco  di  S. 
Giorgio  in  Genovn.  Dell  Carlo  Cuneo.  Gcnovn.  18412,  livo.,  obap.  XXVU, 
p.  127.   Xhe  author  was  loapector  of  Uie  Koyai  Arcbives. 
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Mfnbfifl^  Uatmg  dale  1687,  reeognisef  HiB  obligMMl  ta  regard 
to  9iMMkt  dabto.^  In  ike  Bank  of  St.  0eorge,  hovevev,  nfcm 
tkey  irere  ahraya  earefiil  to  elwenre  e<|oalit]f  aad  jastiee  ia  tlie 
pftjneiit  of  iStrit-^MkmiBf  tbey  alwajs  ealcdated  the  increaae 
nUeh,  in  tlie  Ufiae  of  tiaie,  had  taken  place  in  the  lire  gianuina; 
and,  therefore,  they  always  reduced  the  lire  gianuina  to  tho 
value  it  had  at  the  time  the  payment  was  to  be  made.  In  this 
way,  it  was  found  that  the  hundred  lires  di  numerate,  or  gianuina, 
of  which  the  hank  share  was  originally  composed,  was  valued  ia 
progress  of  time  at  lires  194.4  fuori  banco  money.'  Such  an 
uicrease,  however,  is  not  to  be  confounded  with  the  value  of  the 
share  in  commerce,  which,  beside  tho  above  increase,  wafl 
greater  or  less,  according  to  the  greater  or  less  credit  of  tho 
bank  in  public  estimation,  as  liappooA  xm>w  OTory  day  with  tho 
current  price  of  the  public  funds. 

The  moneta  di  paghc  was,  in  substance,  theralae  of  the  paghe 
wxitten  in  moneta  di  numerato,  reduced  as  above  into  monete 
ftnri  baneo.  It  ima  of  ameewhat  iaas  vaiuo  than  imtt»  di  niH 

'  The  iucreoso  here  iutended  is  not  of  the  quaotitj^  of  tbo  money,  but  tbo 
pince.  It  u  notoriona,  how6Ter»  that  daring  the  whde  of  the  15th,  16th  and 
ITth  oentnries,  tho  Taloe  of  silTer  wm  deoliniog.  There  was,  atrictlj,  no 
Moh  increaae  as  tho  words  of  the  author  import.  He,  no  doubt,  refers  to 
tho  fiMt  that  tiie  money  of  account  had  changed,  as  it  did  in  Englasdr  and 
every  European  country.  The  lire  of  the  money  of  account  expressed  a 
less  value,  in  the  progress  of  time,  than  it  hud  done  before.  Tho  lire  of  tho 
money  of  account  in  1550  expressed  a  very  different  value  irum  that  of 
1650.  A  epeeifie  coin  or  weight  of  eUm  waa  nominally  of  greater  value, 
becanse  tho  word  lire,  in  whioh  -rakes  wero  stated,  expressed  a  less  raloo 
kilifiOthnninlSfiO.  80,  in  llnglaad,  a  sfaOling  ones  dsnolsd  the  sqnivi^ 
IkMltoC  the  of  apoond  of  silver ;  now  it  on^  dsnstOS  ^  of  a  pound  of 
Oliver.  The  increase  spoken  of  by  the  author  was  a  depreciation  of  the 
money  of  account  consequent  upon  the  abuses  of  coinage  by  public  autho- 
rity, by  wear  of  coins,  and  by  frauds,  as  occurred  in  Prance  and  England. 

'  The  author  is  more  happy  in  stating  what  was  dons  by  the  bank  in  the 
paymsnt  of  dirideods.  The  shares  eonsistsd  originaUj  of  100  lirei^  as  thej 
won  seined  in  MOT.  In  dodazing  thn  difidsnds  two  osntnries  later,  tinj 
ndaced  tho  value  of  that  coin  to  its  true  rate  or  pries  at  the  time  the  divi- 
dcnd  was  declared.  This  yr&9  done  by  the  money  of  account  used  in  tho 
banic,  which  had  not  followed  the  fluctuations  of  the  money  of  aocouat  fuori- 
hanco.  ' 
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nmto  rednoed  into  monete  faori  bAOoo,  beeanae,  as  ire  hxf^ 
sboim,  tiM  writton  pagho  did  ttot  beeeme  iiiiiiier»to  mitil  four 
jeare ;  therefore,  the  written  moneta  paghe  wm  subject,  in  com- 
merce, to  a  discount  greater  or  less,  aooovding  as  the  paghe  were 

of  the  first,  second  or  third  year.* 

'  **  The  luoncta  di  banco  and  fuori  banco  did  not  then  proceed 
from  any  special  operation  or  purpose  of  the  Bjink  of  St.  George,' 
but,  as  we  believe,  from  a  continual  inspection  of  the  different 
monoy-tarifiis  published  by  the  Magistrates  of  Money.  Their 
origin  seems  to  have  been  in  this  way :  — 

"The  republic,  by  the  above  cited  law  of  tho  19tb  of  Septem- 
ber, 1637,  so  much  extolled  by  Carli  in  his  great  work  upon 
moiioy,  legally  established,  perhaps  before  any  other  nation,  that 
as  gold  and  silver  coins  were  subject  to  a  progressive  increase  in 
their  current  value,  it  was  necessary,  not  to  offend  justice,  that 
.ftnoient  debts  should  be  paid  by  reducing  tboTalao  of  the  money 
or  coins  the  time  in  which  the  debt  was  inoorred  to  that  of 
Ihe  time  in  which  the  pAjment  was  made.^  Hence,  the  moiiej« 

'  This  very  obscure  explanation  cuuld  ooly  be  comprehended  by  those 
who  already  understood  the  sul^ect.  The  fact  was,  that  the  constant  asa 
of  these  paghe,  or  dsferreil  diTidaiida,  as  a  enrrsDey,  eatablishsd  for  ttMoi « 
apeeiio  wsAt,  or  lire  of  speeiio  valaa,  whiofa  beoaoio  the  basis  of  a  imbsj 
of  account  In  this  momf  of  account  their  valtta  or  priso  was  idwajs  sx 
pressed,  and  they  were  rednced  to  other  moneys  of  account,  according  to 
the  use  nrado  of  them.  If  used  out  of  bank,  they  were  turned  into  money 
fuori  banco ;  if  paid  into  tbe  bank,  on  account  of  revenue,  they  were  con- 
verted into  moneta  di  numerato ;  if  employed  in  the  purchase  or  redemption 
of  bank  shsrse,  they  wobM  bs  eoDTerlei  into  moneta  baaoo.  The  value  of 
these  pagfas,  wlisthsr  of  ths  irst,  ssosnd  or  third  yssr,  was  always  sxpressad 
ia  ihsir  own  msMj  of  asooaat 

'  These  moneys  of  account  did  not  proceed  from  any  speeial  plaa  or  !■> 
tention  of  the  bank ;  their  origin  was  that  slow  and  silent,  but  sure  opera- 
tion, by  which  moneys  of  account  arc  always  formed  in  a  mercantile  com- 
manity,  when  a  new  unit  of  value  is  used,  in  which  prices  are  expressed 
and  payments  are  made.  The  lire,  or  scudo,  as  applied  to  the  bank  shares. 
So  baak  deposits  or  osias  of  ftdl  weight  (monela  dt  mnnsralo),  to  the  paghe 
Cr  dsCinred  dividsads,  wars  saoh  now  naits;  and  apoa  sash  a  nansjef 
secoont  was  formed,  in  whieh  ths  bosks  of  ths  baak  wsca  lGspl»  saoh  in 
their  respective  department. 

*  Here  we  bars  a  pubUo  Uw  of  Qsooa  oitsd  as  rsoogaising  that  gold  aad 
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inift  were  qpecaOj  intenMj  in  Oe&oe,  to  ghw  Botiee  every 
jear,  or  every  six  Montbs,  of  the  ?«ltte  of  the  silver  aeudo  at  the 
time  in  whieli  the  puhUeetioii  wee  nede*  Pkior  to  1780  we  have 

not  succeeded  in  finding  any  money-tariff  in  which  the  dlstitto- 

tion  is  made  between  moneta  di  banco  and  moneta  fuori  banco ; 
but  in  the  said  statute  we  find  a  statement  concerning  the  money 
of  Genoa,  which  indicates  the  value  of  the  scudo  from  year  to 
year,  down  to  1681,  when  it  was  lires  7.12. 

"  It  seems  that,  after  this  period,  the  Magistrates  of  Money 
believed  it  to  be  their  duty  not  to  permit  any  increase  beyond 
that  rate,  since  there  are  extant  some  decrees  made  by  these 
magistrates,  in  which  they  threaten  with  the  penalties  of  bank- 
ruptcy those  who  exchange  money  at  a  hi^^her  rate  than  that 
fixed  in  the  tariff;  and  from  1682  to  1730,  we  have  met  with  no  ' 
tariff  in  which  the  Yalne  o£  the  scudo  ie  placed  higiim  than 
lires  7.12. 

"  We  cannot  state  with  precision  the  reason  why  the  Ma^e- 
tratee  of  Money  belioTed  it  to  be  their  duty  to  maintain,  for  80 
long  a  time,  the  valne^of  the  eoodo  at  lires  7.12.  We  find,  how- 
silver  coiosj  were  subject  to  a  progressive  increase  of  value  —  a  statement 
which  can  only  be  true  aa  the  price  of  these  uetals  was  expressed  in  a 
•banging  money  of  BoeouBt  Garli,  the  eniiaeiit  writer  on  moMy  quoted 
ki  fhit  pavagim^  sapfiliei  a  remarkiible  eiplanatioo  of  tbis  diffienl^  wbm 
treating  of  the  money  of  Milan.  Hft  informs  as  that  the  appartnt  iaerease 
of  the  zecchin  uf  Milan  in  fiT«  oenfturies,  from  12G1  to  1750,  was  as  1  to 
14.10:  that  is,  that  coin  during  all  that  period,  of  the  same  weight  and 
standard,  was  quoted,  in  1201,  as  worih  1  lire;  and  as  worth  lires  14. Ms. 
in  1750:  He  gives,  no  doubt,  the  correct  explanation.  Prices  were  ex- 
yiewed  in  lireo  end  denari,  or  pennies,  which  wma  tbo  oommoo  nonoj  of 
eoeonnt  The  payments  of  relul  wera  made  in  eofper  and  biUon*  or  otbtr 
heee  money,  or  at  loeeft  to  Moh  en  oiiintktbAl  Iho  vtfan  of  tho  Uiewu  wtfp 
mated,  by  the  mass  of  the  people^  thiosgh  this  base  money.  In  the  ftte 
oenturic!?  mentioned,  the  ba?e  money  was  degraded  by  the  government  very 
nearly  in  the  proportion  of  the  ayjparent  increase  of  tl>e  zecchin.  Carli  says 
there  were  many  opinions  on  the  subject ;  but  he  sustains  bis  own  in  a  way 
to  leave  no  doubt  of  hie  correctness.  We  believe  tbip  »  the  trae  explana- 
tion for  Genoa.  The  ordinary  money  of  eooonnl^  In  this  long  aeriee  of 
jeart,  was  obanged  by  the  degndate  of  fha  tower  ooine,  whloh  the  people 
bandied  most.  Economisti  ibrfton^CbrlH  ToL  ii^  p.  12.  €hMiiM  CbBie* 
lefe.  Modem  Ar^  toL  sir* 
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em,  thftf  tiiese  magbtrstoi,  in  tiie  MM  of  tte  ymt  1741,  pflr** 
haps  for  die  lint  time,  distingaislied  the  moBotft  di  Imoo  fnm 
ih^  moneta  fbori  banco,  giving  to  the  nlver  eoodo  tlie  Tdne  of 

lires  7.12  in  moneta  di  banoo,  and  the  yalae  of  lires  9.10  in 
moneta  fuori  banoo. 

**From  this  we  believe  it  maybe  inferred  that  the  Magistrates 
of  Money  fearing,  perhaps,  that  the  continued  increase  in  ihe 
value  of  the  silver  scudo  would  prove  injurious  to  the  Bank  of 
St.  George,  determined  to  put  an  end  to  that  increase  by  means 
of  their  annual  tariff:*,  and  to  keep  it  at  the  rate  of  lirca  7.12. 
But  as  the  force  of  circumstances  proved  stronger  than  the 
power  of  the  magistrates,  they  were  obliged  to  abandon  this 
idea,  and  to  fix  the  scudo  in  moneta  di  banco  at  lires  7.12,  which 
was  the  value  at  which  they  received  and  paid  it  at  the  Bank 
of  St.  George,  and  in  moneta  fuori  banoo  at  lires  9.10,  whicll 
was  the  value  in  commerce. 

*'  The  Bank  of  St.  George,  however,  in  1751,  looking  more  to 
its  own  convenience,  and  seeing  that  the  difTeronce  between  the 
moneta  di  banco  and  that  of  fuori  banco  b%d  gone  up  already  to 
A  |iremiun  of  twenty-five  per  cent.,  determined  that  from  that 
year  depoeita  of  money  should  be  made  in  the  bank  in  moneta  di 
banco,  at  a  premium  of  twenty-fire  per  cent.,  and  that  they 
should  be  repaid  at  the  same  preminm. 

"  The  moneta  di  permesso  eijoyed  only  a  premium  of  fifteen 
per  oent.  over  moneta  di  banoo,  as  we  find  from  the  tariif  of 
1755.  We  eannot  give  any  aeoonnt  of  the  origm  of  this  moneys 
nnce  precise  dates  are  wanting  for  that  pnrpoae;  but  as  ire  find 
in  the  published  tariffs  that  there  were  current  many  scndi  ftindi 
worn,  which  were  permitted  to  cirenlate  at  a  valne,  in  moneta 
fiMfri  banco,  less  than  lires  9,10,  it  is-  probable  ihat  from  this 
pennission  the  moneta  di  permesso  had  its  origin.' 

We  hare  not  intended,  by  these  obserrations,  to  fomish  any 
jlflfinitive  system  of  the  moneys  of  Genoa,  bnt  present  them  as 

*  It  ia  not  material  for  onr  purpose  to  expose  the  verj  serious  errors  in 
this  parngraph.  They  are  bo  great,  as  to  create  the  suspicion  of  a  luigprinL 
The  next  pur:i;^ruph  discloses  that  the  author  bad  no  groat  coafideoee  in 
this  portioa  of  his  labors.  *  ' 
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tiiw  iubjeet;  and  as  s  letrned  lover  of  tlie  lustory  of  bis  ooiiii« 
trj,  George  Batta  Qandolfo,  librariaa  to  tbe  Univerai^  •of 
Qenoa,  is  ooOectin^  prceiona  materials  conoeming  tbe  money  of 
Genoa,  witb  tbe  view  of  preparing  an  eztenaive  work,  wbicb  can- 
•el  &il  to  be  of  the  highest  ttiteisiliy  we  bope  rnnob  time  will  not 
elai»Be  before  we  sball  bavc,  upon  tbis  sabject,  statements  and 
explanations  snffieient  to  make  tbe  whole  matter  entirely  plain*'* 


NOTE  TO  CHAPTBB  XIY. 

If  the  work  of  G.  B.  Gandoifo  boo  ovw  mi  the  H^tr  it  has  not  been  oor 
fortune  to  meet  with  it.  There  are,  however,  mnterials  in  abaadanea  wilbia 

reach  of  any  one  dpsirous  of  thoroughly  understanding  the  money  system 
of  Genoa.  They  will  be  found  in  the  works  cited  ante,  piigcs  186,  187, 
and  iu  others  of  like  character.  From  the  contemporaneous  works  on  com^ 
meree  and  monay,  to  which  tbo  baakon  and  merohants  of  that  time  resorted 
fbr  guidance,  we  can  now  obtain  reliable  informadon ;  and  by  the  atndy  of 
these  mmhant'e  goidee,  in  tiie  order  of  time*  the  liietory  of  Oenoeae  money 
may  be  traced.  Italy  hoe  furnished,  besides,  many  great  works  on  money, 
being  famous  for  the  worst  coins,  and  the  best  writers  on  coinage:  among 
these  we  refer  to  pomc  of  the  more  distinguished :  Davanzati,  Serra,  Tur- 
bulo,  Galiiani,  Coroiani,  Scaruffi,  Carli,  Yasco.  A  reference  to  others  may 
be  found  in  the  note  at  page  108. 

Although  Carlo  Cnneo,  from  whom  we  hart  made  the  long  eztraot  at  tbe 
dose  of  this  oha|rter,  baa  fhiled  in  adequate  atatement  and  appreeialion  of 
the  moneys  of  Genoa,  his  work,  as  a  whole,  is  invalnabit,  and  fiumishea  de- 
taikl  which  can  BOWbere  else  be  found,  without  researches  which  very  few 
have  it  in  their  power  to  make.  The  Bank  of  St.  Gcortro,  dnnbtless,  yet 
contains  all  the  (^ncuments  needful  to  afford  materials  for  its  history  ;  but 
it  seems  they  are  guarded  with  a  jealous  care,  which  places  them  out  of  tho 
reach  of  the  ordinary  inquirer.  Coneo  Ibmiaheo  a  referenoe  to  bia  autho- 
iifies»  whioh  shows  tiiat  his  researdiea  wtro  thoroogh  aad  tttensiye*  Tho 
'  Appondiz  gives  facsimiles  of  three  diflerent  forms  of  tho  mannsoript  bank 
bills  issued  by  tbe  Bank  of  Genoa. 

The  following  is  from  a  Commercial  Dictionary  published  in  Paris  :  — 
"  La  Banque  de  Genes  date  de  1407.    C'^tait  anssi  une  banque  de  d^pOt, 
mais  Stabile  sur  une  plus  grande  6chelle  quo  cells  de  Venise,  et  qui  a  ob- 
tena  beaucoup  plus  de  c61^brit6  en  Europe.  Son  foods  primitif  fut  corn- 
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path  40  propri^tSs  domaniales,  apparteiuuit  k  VEMHtdmimitrkes  pcrWM 
COrporatioD  qui  dcvint  plus  tarJ  Ic  consi^iletlc  gouTernemcnt  de  labanque. 
On  pput  la  consid^rcr  corame  un  grand  mont-de-pi^'t6  commercial  destinfi  ^ 
faire  iivanccs  aux  citoyens,  moycnnant  certaines  conditions  plus  ou 
inoins  favorables,  selon  Ica  circoDBtances.  £lle  ^tait  adminlstr^c  avec  one 
csMme  whMti  H  toot  M  qm  nmu  Mnroiit  d«  wm  orgamMidoii  pnm 
qu'elto  fat  ^nUbi  oDi  iaotital&oii  floMMike  lite  MX  iatteltt  da  gouvma- 
nent,  qu'uno  caisso  ouver^  auz  besoins  des  pntiottliers.  EUe  re<;ut  on  • 
terrible  ^cheo  lois  de  rinvasion  des  Autrichicns  vers  lo  milieu  du  dernier 
sibL-le,  ot  elle  a  ce«s6  d'cxister  avec  la  r6publiquo  do  G^nes."  —  "Dicliotf 
naire  du  Commerce^  GiUaumia  Cb.,  Paris,  1839,  vol.  i.,  p.  210,  Art. 
••Baoque." 

Tbii  ia  oalealatad  to  miilead.  TIm  Bank  of  Qeao«  was  only  on  %  lafger 
•eale,  beoauM  more  oonneeted  by  its  oonstitadon  with  poiitioal  alfiUra. 
Holding  among  its  gnarautoes  saoh  possessions  as  Corsica  and  the  Isle  of 
Cyprus,  and  having,  by  its  large  number  of  officers,  a  strong  voice  in  tho 
government  of  Genoa,  it  drew  tho  attention  of  all  concerned  in  the  public 
affairs  of  tluit  city.  In  commercial  power  and  efficiency  it  was  far  inferior 
to  the  Bank  of  Venice.  This  extract  is  another  illustration  of  the  misukea 
notions  vhioh  prevail,  otod  among  woltaBfiMmed  p«rsoBs»  ia  lelatim  to 
tiw  Banks  of  Gsnoa  and  Yonioe. 
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CHAPTER  XV. 

THE   BANK   OF  ENQLAND. 

1 1.   OpUiiont  and  projeeti  on  the  m^jtd  ttf  endii  and  cumney  prwiout  Ip 
ihe  eharterqfih*  9aiiik€fBngktnd'~'8amMd  Lambftplan,  1665— M« 

of  the  coinage  —  Dr.  Hugh  Chaml>erlai'n's  plan,  1665  —  iMrge  mo/lel  o  f  m 
Bank,  1078  —  Bank  of  Credit,  1682  —  Bank  of  Credit,  1083  —  R.  Mur- 
ray't  plan,  1695  — /.  AsgUTsplan,  1G96—  qfice  of  credit,  1698. 

The  insular  position  of  Great  Britain  preserved  the  people,  in 
some  degree,  from  some  of  tlie  mischlefB  and  vexations  of  a  mul- 
titude of  mints,  and  a  multifarious  coinage.  The  annals  of 
English  commerce  show,  however,  that  grievances  arising  from 
their  coinage,  even  subsequent  to  the  period  of  tlio  licptarchy, 
were  by  no  means  insignificant.  Wo  might  illustrate  this  by 
citations  from  writers  of  every  age  from  William  the  Conqueror. 
Matthew  Paris,  in  his  "  CbroDicles,"  says  that  "  in  those  days 
tbe  monej  of  England  was  so  intolerably  abused  by  detestable 
clippers  and  false  comers,  that  neither  the  English  inhabitants, 
nor  even  foreigners,  could  look  npon  it  without  being  deeplj 
gricTcd  (iikeso  corde) ;  for  it  was  clipped  almost  to  the  iiuicr* 
moct  ring,  and  the  border  of  letters  either  wholly  taken  awaj, 
or  Tery  much  dinunished."  * — Ad  aitfittm,  1248, 82  H^wry  III, 
^^Ipm  qwi^M  diehw  Momta  Angliemj  In  the  reign  of 
Elizabeth,  a  reform  of  the  eoinage,  arising  from  these  and  simi^ 
. lar  abuses,  was  undertaken;  and  in  the  Smnmarie  of  Oertaim 
Reasons'*  for  the  measures  then  adopted,  we  are  informed  that^ 
"  for  these  base  monies,  there  has  been  carried  cut  of  the  reakBC 
the  rich  commodities  of  the  same,  as  woUe,  doth,-  lead,  tione^ 
leather,  taDowo,  yea,  and  all  kinds  of  rietnal,  as  come,  salty 

>  8ts  DbesMS  of  Ooid,  1606. 
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beer,  butter^  ebeeae,  and  snob  like,  so  as  connterfueters  bavdy 
for  small  summe  of  monies,  earned  out  six  times  tbe  value  in 
commodities  o£  the  realme." 
Among  tbe  earliest  advocates  of  banks  in  England  wbose 
•  works  are  before  us,  is  Samnd  Lambe,  a  well-known  London 
merchant,  who  lived  in  the  dajs  of  Charles  the  First,  bnt  did 
not  publish  the  pamphlet  we  are  about  to  notice  until  the  year 
1655,  in  tiie  time  of  Cromwell,  to  whom  it  is  thus  addressed : 
"Seasonable  Observations  humbly  addressed  to  bis  Highness  liie 
Lord  Protector/* '  One  of  his  chief  objects  is  to  show  the  advant- 
age the  Dutch  people  had  over  England,  by  reason  of  their  banks : 
"The  benefits  thcj  have  received  by  banks  are  these:  By  the 
help  thereof  they  have  raised  themselves  from  poor  distressed,  to 
high  and  mighty  States.  They  have  increased  the  general  stock 
of  their  own  country  so  much,  that  they  can,  when  they  please, 
ingress  the  particular  commodity  of  one  country,  and  sell  it 
again  at  their  own  price  in  the  same,  or  another  that  wants  it : 
they  furnish  many  facilities,  as  well  as  prufiLs,  in  time  of  war: 
they  have  thus  grown  so  strong,  that  they  make  peace  with  other 
nations  on  their  own  terms,  as,  for  instance,  Denmark  and 
France :  they  make  war  with  the  English  at  sea,  to  whom  they 
there  always  yielded :  they  xulo  over  many  petty  powers  in  tbe 
£ast  Indies." 

"  The  prejudice  we  receive  by  banks  are  these :  It  brings 
down  the  interest  of  money  to  three  per  cent.,  at  which  rate 
men  in  lloUand  borrow  money,  and  lend  it  again  in  England  at 
six  or  eight  per  cent. :  they  furnish  money  to  make  purchases  in 
England  at  the  cheapest  seasons  of  the  year,  which  are  again 
sold  ten  per  cent,  cheaper  than  the  regular  English  merchant 
can  sell  them  in  London."  This,  Lambe  says,  the  English  mer» 
chant  cannot  do  for  want  of  capital,  and  he  cannot  borrow  the 
money  at  less  than  six  per  cent.,  besides  procuring  and  con- 
ttnnancc,"  that  is,  a  commission  for  obtaining  the  loan  and 
renewal  of  it. 


1  Trade,  SbipfMSg  Banb,  by  Saaad  Laabe^  1657. 
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**  The  good  we  may  do  ourselves  by  banks,  if  settled  iu  Eng- 
land, are  many,  for  no  nation  ever  yet  made  use  of  them  but 
they  flourished  and  thrived  exceedingly :  they  will  by  well  order- 
ing of  them,  bring  back  the  gold  and  silver  drained  out  of  this  . 
land  by  the  Hollanders'  banks :  they  will  increase  the  stock 
(capital)  of  this  land  :  they  will  increase  the  fisheries,  navigation 
and  shipping:  they  will  increase  the  revenues  an<l  customs:  they 
will  wonderfully  employ  the  poor,  and  increase  manufacture! 
and  foreign  trade :  they  will  increase  trade  in  our  plantationBy 
ukd  cause  ships  to  be  built  in  New  England  as  good,  or  better* 
than  any  built  in  Holland,"  &c.,  &c. 

His  definition  of  a  bank  is  <»rtain  number  of  sufficient 
men  of  estates  and  credits  joined  together  in  a  joint  stock,  being, 
88  it  were,  the  general  caslKkeepen,  or  treasnrers,  of  that  place 
where  they  are  settled,  letting  out  ima^^rj  money"  (credit  ex* 
preesed  in  money  of  acooont)  "  at  interest,  at  two  and  a  half  or  ' 
three  per  cent.,  and  making  payments  thereof  by  passing  each 
man's  account  from  one  to  another,  with  mnch  facility  and  ease, 
and  saving  mnch  trouble  in  receiving  and  paying  money."  He 
then  illnstrates,  by  an  example,  how^a  credit  thus  gh  en  may  be 
transferred  veiy  many  times,  and  come  at  last  nato  the  merchant 
who  first  issned  it,  all  the  debts  for  which  it  was  transferred 
being  fully  paid. 

The  constitution  of  Mr.  Lambe's  proposed  bank  was  peculiar, 
and  illustrates  the  prevailing  opinions  on  the  power  and  uses  of 
cre<lit.  Tiiat  tlic  society  of  good  men,  or  governors,  that  shall 
manage  tlio  lianke  be  chosen  by  the  several  companies  of  mer- 
chants of  London,  viz.:  East  India,  Turkey,  Merchant  Adven- 
turers,-East  Countrey,  Muscovia,  Greenland,  and  Guynne  Com- 
panies," each  company  choosing  two  or  more,  and  filling  their 
own  vacancies.  The  persons  thus  chosen  and  met  together 
"  shall  choose  to  themselves  two  or  more  of  the  ablest  merchants 
that  trade  chiefly,  or  altogether,  for  Spain,  and  the  like  who 
trade  for  France,  Italy  and  the  West  Indies,  for  each  place  two 
or  more,  as  shall  be  thought  fitting,"  &c.  "  Such  a  society, 
knowing  most  English  merchants  that  trade  to  all  parts,  and 
thereby  knowing  whom  to  crediti  and  by  their  knowledge  wiU 
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well  understand  how  to  govern  the  banke,  and  by  the  help 
thereof  to  countermiuc  the  Dutch  in  their  designs  in  any  part 
of  the  world  where  tliey  prejudice  the  English  by  their  baukes." 
The  bank  was  to  be  open  to  receive  deposits,  which  were  to  be 
repayable  on  demand ;  "  interest  to  be  allowed  on  deposits  to 
the  aged  and  widows" — imaginary  money,  or  credit,  to  be  let  out 
upon  ticket"  (that  is,  subject  to  transfer)  at  two  and  a  half  and 
three  per  cent."  "All  bills  of  exchange  to  be  received  and  paid 
in  banke.  The  chosen  men  may  take  a  hou^o  near  the  Exchange, 
and  set  there  certain  hours  every  day :  that  the  good  men  who 
manage  the  banke  make  up  their  accounts  once  in  every  year: 
that  the  profits  of  thje  banke  go  to  the  good  men  that  manage 
the  same,  in  lieu  of  their  great  care  and  pains,"  and  defraying 
all  charges:  a  reserve,  however,  of  a  portion  of  the  profits  to  be 
made  to  increase  the  credit  and  power  of  the  banke:  ^'that  the 
banke  also  furnish  another  banke  with  competent  stocky  to  let 
oat  any  samme  of  money  onder  £5y  or  £10,  at  reasonable  rates ; 
for  many  poore  people  are  now  forced  to  give  intolerable  rates, 
as  about  6<2.  per  week  for  the  use  of  20  shillings.'* 

It  is  a  remarkable  feature  of  ibis  plan  of  a  bank  by  an  intel> 
ligent  London  merohant,  that  it  proposes  no  capital,  nor  any 
fund  paid  in,  by  the  good  men  who  were  to  manage  and  to  re* 
oeive  the  profits.  It  does  not  clearly  announce  that  the  depo- 
fiits  were  to  be  lent,  as  a  source  of  profit ;  if  that  were  intended, 
it  was  evidently  not  Ae  main  object.  The  cMef  business  of  the 
bank  was  to  consbt  in  the  issue  of  credits,  to  be  circulated  or 
transferred  on  its  books.  The  person  at  whose  instance  such 
credit  was  to  be  issued  must,  of  course,  give  the  bank  some  secu- 
rity or  guarantee  adcM|uate  to  tiio  amount  of  the  credit  asked 
for :  this  may  have  been  a  promissory  note,  bill  of  exchange  of 
the  applicant,  or  of  some  other  person,  or  it  may  have  been  gold 
or  silver  bullion,  or  a  bond  or  mortgage.  The  credit  would  not 
have  been  granted  without  some  sufficient  guarantee  that  it  would 
be  redeemed,  and  the  interest  paid.  As  no  permanent  capital 
was  proposed,  it  was  not  intended  that  the  credits  issued  should 
be  permanent,  but  that  all  should  be  redeemable  and  extinguish- 
able  on  the  return  of  the  fecority. 
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Hw  plan  differed,  iherefofe,  mftterbUy  firom  anj  of  the  conti- 
nental banks.    Takbg  the  Banks  of  Venice  and  Amsterdnm  as 

types  of  these,  it  differed  from  the  first,  which  only  circulated 
on  its  books  the  debt  of  the  State ;  and  from  the  second,  which 
only  circulated  the  ownership  of  an  actual  deposit  of  coin  or 
bullion  ;  whilst  the  proposed  bank  was  intended  only  to  circulate 
a  credit  issued  for  the  occasion  upon  special  security :  it  was  in- 
tended merelv  to  be  a  substitution  of  the  better  credit  of  the 
bank  for  the  credit  of  the  applicant.  If  the  credit  of  the  bank 
should  not  be  more  available  than  that  of  the  individual,  it  would 
not  be  applied  for,  nor  would  it  be  received  by  those  who  could 
not  use  it  in  payment.  This  was,  then,  a  bold  conception  of  the 
power  of  credit,  and  contemplated  a  high  state  of  confidence  and 
unblemished  commercial  integrity.  Mr.  Lumbe  plainly  aimed 
at  a  procedure  like  that  now  carried  on  by  our  system  of  bank 
depoflits.  AVhen  a  note  is  disoonnted  according  to  oor  modem 
system  of  banking,  a  credit  is  given  for  the  proceeds  on  the 
books  of  the  bank  ;  and  the  credit  thus  given  ia  transferable  at 
the  pleasure  of  the  holder,  until  extingniahed  by  payment  of  tbe 
secnri^  oa  which  it  is  founded. 

The  state  of  the  coin  in  tbe  17th  century  forced  the  whole 
tabjeet  of  money  and  cnrrcncy  very  specially  npon  pnbtio  atten- 
tion. A  writer,  1696,  oommencos  a  pampUet  on  this  topic  in 
these  words :  The  inconyenience  and  mischiefs  that  the  cur- 
rency of  etipt  and  eovnterfeit  money  necessarily  occasions  are 
so  manifest  to  everybody,  that  it  is  as  needless  to  point  at  any 
of  them  as  it  is  imposnble  to  enumerate  all.  It  violates  all  oon- 
traots,  and  alters  the  measure  of  trade,  breeding  confnsioa  in  all 
commerce,"  ke^ 

Some  of  the  bitterest  discontents  of  the  English  people  with 
which  thebr  annals  make  ns  famiKar,  have  arisen  from  the  condi- 
tion of  their  comagc.  Prudential  measures  were  devised  by 
Edward  the  Sixth,  but  not  fully  executed ;  the  reform  was  left 
to  be  more  fully  carried  out  by  Elizabeth,  who  took  all  the  credit 
of  having  accomplished  what  Edward  could  not,  and  Mary  dared 


'  Currencj  of  Clipt  Moneyi  1696, 
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tiot  do.^ '  Bat  crymg  as  this  eiQ  of  delMsed  and  deteriorated 
eoina  was  in  England,  it  fell  far  abort  of  tbe  corresponding  mis- 
chief  on  the  continent,  and  did  not  lead  to  liic  remedy  adopted 
there,  of  establishing  banks  of  deposit,  in  irfaidi  the  coins  might 
be  placed  once  for  all  oat  of  the  reach  of  the  cUppw  and  sweater, 
not  subject  to  wear,  and  safe  from  the  debasing  schemes  of  men 
in  power.'  These  banks  were  mnltipried  on  the  continent  dnring 
the  first  half  of  the  17th  century.  There  appears  to  have  been 
no  attempt  of  the  kind  made  in  England  during  that  time.  In 
the  latter  half  of  that  century,  the  subject  of  banks  occupied 
very  much  of  the  attention  of  tlic  English  public.  A  vast  number 
of  plans,  and  projects  of  banks,  were  brought  before  the  public. 
Not  one  of  these,  so  far  as  we  know,  or  can  learn  from  a  large 
number  of  jiuMications  of  that  pcHod  now  before  us,  on  the  sub- 
ject of  money  and  banks,  ])rojios('d  a  bank  for  the  deposit  of 
coins  or  bullion.  They  all  looked  to  banks  as  instruments  of 
credit,  the  chief  advantage  of  which  would  be  the  furnishing 
some  snbstitute  for  money  —  some  form  of  credit  to  circulate  in 
the  place  of  money.  The  success  of  the  goldamitlis,  and  otlier 
private  bankers  of  London,  in  issuing  their  notes  payable  to 
bearer  on  demand,  had  been  recently  remarked,  and  it  had  ex- 
cited the  imaginations  of  men  of  business  as  to  the  power  and 
Utility  of  credit.  The  goldsmiths  not  only  issued  snoh  notes  for 
circulation  in  place  of  money,  but  also  bonds,  or  sealed  biUs, 
bearing  interest,  but  payable  at  a  fixed  day :  these  were  alto 
COiployed  as  a  currency.  The  public  mind  thus  excited  on  the 
subject  of  credit,  and  teeming  with  hopes  of  some  great  delivery 
from  the  evils  of  the  money  system,  began  to  bring  forth  plans 
of  banks,  and  schemes  of  credit. 

•  We  shall  notice  a  fbw  from  ^blications  of  that  period,  of 
nhich  the  author  of  a  Discourse  on  Money"  says:  sm 
many  printed  proposahi  of  banks  ef  a  lower  rate ;  projects  and 
fhnds  of  gain  and  secnri^,  Ac.,  to  adventorers,  tYmry  where  pnb> 

'  Catiidfii,  in  lii"  life  of  Elizabeth,  ihus  speaks  of  this  achievement  of  the 
Queen :  "  Ma<:nuni  sane,  meiuoraDdum,  quod  oeque  £dwardu8  potoitneque 
Maria  nusa."  —  Page  01. 

^  £8«ay  on  Money  and  Coins,  London,  1757« 
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Ushed  and  prcued  on  the  people."  Tiiie  lie  sfterwftrde  eaUs 
fishing  for  godgeomu*** 
The  olEce  of  oredit,  by  the  nse  of  irliioh  none  can  posubly 
nietiihi  loai,  Iml  ereij  men  maj  eertaiiily  reoeive  gmt  gain  and 
miUli,  iffith  a  plain  demonetvation  how  a  man  may  trade  for  six 
.tinei  his  Btoofc,  and  never  he  tmated;  and  that,  if  generally  re- 
edfttd,  there  ean  afterwards  no  aeeident  happen  to  canse  »  dead- 
Mis  or  slowneis  of  trade,  esoept  wars,  nor  need  men  make  any 
mm  had  dehta*'— is  the  title  of  a  pamphlet  hy  Br.  Hn^  Cham- 
herlain,  published  in  1665.  His  project  is:  '^ISTeither  hank  nor 
kunhard,  because  the  foondation  of  credit  in  hank  is  money, 
and  here  it  is  goods  and  merchandise.  And  for  goods  reeeired 
in  a  lambard,  they  delirer  out  money,  and  here  credit ;  and  jet 
it  is  like  both ;  for,  after  the«  same  manner  and  limitations,  in 
every  rc^*pcct,  as  j;ouiLs  aru  received,  atorod  and  preserve  J  in  a 
kimbard,  sliall  they  be  in  tliis  office;  and  credit  shall  be  delivered 
out  and  transferred  exactly  after  the  manner  as  it  is  in  foreign 
banks."  The  meaning  of  this  is,  that  parties  making  deposits 
of  goods  shall,  for  tlie  value  agreed,  receive  a  credit  for  the 
amount  on  the  books  of  the  office,  transferable  in  the  same  man- 
ner as  at  the  Banks  of  Venice  or  Amsterdam.  The  object  was 
to  make  goods  a  material  for  deposit,  instead  of  money,  as  in  the 
banks  of  the  continent  at  that  day,  or  the  proceeds  of  notes  dis- 
counted at  the  present  day.  The  check,  ox  order  of  transfer, 
was  to  he  in  this  form:  — 

Cteittlemeii :  —Pray  nsks  A.  B.  creditor  fbr  XlOO^  aiid  me  debtor 
lor  tho  like  sum,  for  whieh  thU  thtJl  be  joat  wamat. 

To  the  Societj  of  the  J 
Office  q£  Ciedito.  \ 

It  was  designed  that  the  office  should  become  a  great  depo- 
ntory  of  goods,  to  the  mntnal  adrantage  of  buyers  and  sellers. 
Heavy  stocks  of  goods,  instead  of  being  in  the  warehouse  of  the 
purchaser,  were  to  be  placed  in  the  depositories  of  ihe  office, 
where  the  j^oller  obtained  a  credit  for  them,  whilst  the  purchaser 
could  withdraw  them  as  his  sales  progressed,  and  only  make  his 

■Loadflo,  1686,  pegs  HI. 
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payments  at  the  same  nte.  The  whole  eoheme  is  developed 
with  ingenuity  and  earnestness. 

In  1678,  appeared  "  Proposals  to  the  King  and  Parliament  of 
a  Large  Model  of  a  Bank,  Showing  how  a  fund  of  a  bank  naj 
be  made  without  mueh  change,  or  any  haaard,  that  may  ghre  oat 
bilk  of  credit  to  &  TBst  extent,  that  all  Europe  will  accept  of, 
rather  than  money,  by  M.  Lewis."  His  preface  says:  ''All 
.men  are  satisfied  a  bank  is  very  advantageow  to  a  nation,  1^ 
;  but  the  great  question  hath  been,  how  to  make  a  fond  that 
shall  be  credited  by  all,  without  vast  quantities  of  ready  eash  or 
bullion  to  lie  deaSi,  which  we  have  not  to  spare  for  such  a  pur- 
pose." 

The  author  of  the  "Large  Model"  proposes  that  the  whole 
kingdom  shall  be  divided  into  three  m  four  hundred  precincts, 
in  each  of  which  shall  be  an  officer  of  the  bank,  with  officers  and 
assistants  appointed  or  elected  by  tlic  people  of  tlie  precinct, 
which  was  to  be  responsible  for  the  conduct  of  these  officers,  and 
for  the  safety  of  all  money  deposited  with  them.  This  was  upon 
the  principle  of  the  English  common  law,  that  every  hundred 
■vvas  liable  to  make  good  any  robbery  committed  Avi  Jiin  it.  It 
was  supposed  this  would  secure  competent  and  faithful  ofiicers. 
These  branches,  or  offices,  were  to  draw  upon  each  other,  accord- 
in;:!;  to  the  demands  of  business^  so  as  to  make  the  domestic 
exchange  as  easy  as  possible,  by  receiving  money  at  any  office, 
and  paying  it  out  at  any  other  office.  Bills  of  credit  were,  upon 
demand,  to  be  issued  to  any  requesting  them,  upon  deposit  of 
the  equivalent  amount  in  money.  These  bills  were  transferable 
certificates  of  deposit.  But  bills  of  credit  were  to  be  issued  upoa 
deposit  of  any  other  articles  of  value.  The  author  of  this  Bcheme 
asserts  that  a  bill  of  exchange^  or  a  bill  of  credit,  that  is  trans* 
ferable  upon  a  good  man  is  as  good  as  money,  for  money  is 
nothing  but  a  medium  of  commerce,  or  security  for  a  while,  that 
when  we  part  with  one  thing  we  can  spare,  we  may  purchase 
another  thing  of  the  like  value."  He  instances  many  cases  of 
such  bills  passing  as  money  in  England.  Diverse  citisens** 
bills  at  this  day  are  accepted  as  current,  though  they  have  no 
other  security  but  the  hones^  of  the  man,  and  the  supposition 
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of  sn  estate ;  ttnd  yet  many  are  glad  to  leave  their  money  in 
such  hands,  without  interest,  for  safety.  I  heard  a  person  of 
quality  bay  that  he  saw  the  pauio  money  transmitted  uiue  times 
in  one  morning,  by  writing  of  the  credit  from  one  to  another, 
«nd  the  money  in  specie  was  left  untouched  at  last." 

The  details  of  this  model  of  a  bank  arc  set  forth  most  elabo- 
rately, and  the  whole  plan  consistently  developed,  with  a  great 
variety  of  ingenious  and  instructive  illustrations.  Among  other 
facts  referred  to,  is  one  in  regard  to  the  Bank  of  Venice,  which 
wc  have  not  met  elsewhere.  It  is  well  known  that  the  bank 
money  of  Venice  maintained  a  value  far  above  specie;  end  this 
premium  loee  so  iugb,  as  to  call  for  public  intcrpositioOy  whioh 
fixed  the  premium  at  twenty  per  eent.^  and  that  this  was  afl^ 
wards  avoided  by  a  sur  a^iay  or  a  preminm  on  the  twenty  per 
cent.  Mr.  Lewis  informs  us  that  a  sacracious  merchaat  of  Venice 
suggested  a  method,  at  last,  by  which  the  difficult  irae  eToreoaie:, 
Whenerer  the  tendency  of  the  bank  money  was  too  strongly  up- 
ward,  the  bank  tendered  the  speoie  itself  In  payment  of  eredits ; 
that  is,  the  party  who  expected  to  receive  bank  money,  or 
credito,  in  payment,  was  paid  in  specie  by  the  bank ;  so  that  he 
who  attended  at  bank  to  receive  a  payment,  did  not  kn^w  bat 
that  he  would  receive  payment  in  gold  or  silver.  This  method 
could  he  brought  to  bear  very  effectively  upon  those  who  were 
disposed  to  monopolise  the  deposits,  or  bank  money.  One  chief 
cause  of  the  premium  upon  bank  credits  was,  that  bills  of  ex- 
change were  payable  in  them;  and  men  who  had  bills  to  pay 
were  obliged  to  procure  bank  credits  for  that  purpose.  Specu- 
lators, however,  would  be  repelled  by  the  plan  mentioned  by 
Lewis. 

A  publication,  dated  in  1682,  bears  the  title  of  "Corporauou 
Credit,  or  a  Bank  of  Credit,  made  current  by  common  con- 
sent in  London,  more  useful  and  safe  than  money."  This  was 
a  proposal  addressed  to  the  authorities  of  that  city,  referred  by 
them  to  a  committee,  upon  report  of  which  the  plan  was  ap- 
proved, and  the  bank  authorized.  The  plan  of  working  this 
bank  did  not  differ  very  much  from  that  of  Lambe's,  but  it 
required  a  subscribed  and  paid-up  fund  as  ''a  fund  or  founda- 
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tiuii  of  honor,"  which  might  be  paid  in  tin,  lead,  copper,  steel, 
or  iron,  raw  silk,  wool,  or  coiton,  or  in  brass  or  iron  wyre,  lin- 
nen  cloth  or  calicoes,  or  other  goods  sufficient  to  raise  the  money 
.subscribed.  Sixteen  reasons  are  given  why  such  a  bank  woukl 
be  a  public  benefit,  chiefly  referring  to  the  promotion  of  trade 
and  industry.  Five  reasons  why  private  interests  will  be  pro- 
moted^ among  which  are  :  "  The  trouble  of  counting 
be  much  avoided;  the  usual  loss  by  receiving  counterfeit  aiul 
clipt  money  will  be  saved  j  manj  fruitleas  journeys  for  money 
will  be  saved/*  &c.  ' 

"  The  cuadit  here  recommended  answers  all  the  ends  and  in- 
tenta  of  mon^,  for  it  will  pass  as  far  as  it  is  known,  and  our 
money  doth  no  mort.  So  of  the  scaled  bairs  of  money  in  the 
East  Indies,  which  pass  as  far  as  the  East  India  prince  hath 
oredit  Xhis  credit  is  hotter  than  money,  for  it  will  pass  from 
msn  to  man  without  any  damage  to  itself,  or  its  possessor ;  but 
money  oeeaaions  groat  loss  of  time,  as  well  as  trouble,  is  subject 
to  drying,  comiterfeiting  and  robbery,  and  is  oftentimes  tiie 
oocanon  of  hfeodshed  and  murder.*' 

^'But  to  farther  satisfy  some  men  how  trade  can  be  driren, 
commodities  bought,  and  debts  paid,  without  money  or  spedc, 
boiideB  the  indubitable  oertainty  of  its  bemg  practised  in  the 
sereral  foreign  banks,  I  shall  form  an  example  or  two  of  the 
manner  and  oonrenienoes  of  it.  As,  suppose  A.  oweth  B.  iSlOO, 
B.  the  like  to  C,  C  the  like  to  B.,  D.  the  like  to  B.,  and  E.  to 
F.,  and  F.  to  G.,  and  Gt.  to  H.,  and  H.  to  I.,  and  1.  to  A.,  which 
if  it  were  possible  for  them  all  to  know,  they  might  agree  npon  a 
meeting,  and  quit  each  other  by  rencounter"  (set-off),  "  and  then 
all  are  satisfied,  without  one  farthing  being  paid  in  specie;  where 
else,  for  want  of  this  meeting  (because  each  knows  but  his  imme- 
diate debtor  and  creditor,  and  not  the  mediate),  or  for  want  of 
ready  money,  they  arc  all  puzzled  with  debt?  and  credits.  If  all 
these  debts  are  to  be  paid  by  the  circulation  of  .£100  in  money, 
it  will  be  defeated,  if  any  one  in  the  chain  is  tpnipted  to  employ 
the  money  othenvise,  or  if  the  money  is  lost  or  siulen  on  its  pas- 
«ago;  Mithor  of  which  is  so  likely  to  happen  if  credit  be  cm- 
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ployed,  which  would  (juicU/  iwid  .Burelj  diflchnrge  every  debl 
without  risk  or  loss." 

A  pamphlet  of  1683  thus  defines  a  Bank  of  CreiUt :  —  "It  is 
a  fund  of  goods,  or  assurances  of  lands,  &c.,  deposited  for  the 
raising  of  credit  thereupon,  under  the  greatest  security  of  con- 
stitution and  persons  that  can  be  devised;  upon  which  fund  the 
depositor  is  furnished  with  bank  bilU  of  credit  for  supply  of  his 
occasions,  which  will  be  as  oeefol  as  money  to  iuBi»"  The  bank 
bills  of  credit  were  to  be  issued  with  every  possible  eeoorilj 
against  counterfeits,  the  precautions  being  set  forth. 

Besides  which,  two  trustees  and  the  storeke^er  of  the  bank 
out  of  which  the  bills  shall  bo  issued,  do  also  tcstifie  that- tiM 
Talue  of  the  said  bills  is  in  the  bank :  all  whioh  offioera  are  upon 
their  oathi,  and  gi?e  good  aeearitj  foir  tha  hoMSt  diaehnrgo  of* 

«  theur  reapeetiTa  ompbjmtiitB»  ao  that  na  one  oan  h(0pa  to  niak^ 
tender  of  a  iUae  or  coantarfeit  bill,  or  one  mMj  oobb  to  hia 
handfly  withoat  being  detected ;  in  which  reipaet  those  billt  are 

.  better  than  gold  or  silTer,  besidee  they  save  charges  in  esrrying, 
and  time  in  telling  and  retelling  money  in  paymottta,  and  it  is 
easier  and  safer  travelling  with  tham ;  nor  can  any  of  these  be 
fraidolently  issued  ont  of  the  office  itself  for  they  are  printed  xk 
the  bank  house,  on  paper  made  on  purpose,"  &c. 

In  the  same  year,  1683,  the  Bank  of  Credit  is  described  and 
explained  in  a  pamphlet,  the  author  of  which  regards  the  subject 
from  the  same  point  of  view. 

In  1695,  appeared  "A  Proposal  for  a  National  Bank,  consist- 
ing of  land,  or  any  other  valuable  securities  or  depositums,  with 
a  grand  cash  for  tlie  return  of  money,"  by  Robert  Murray.  The 
author  dwells  at  length  on  the  great  advantages  of  the  Bank  of 
Amsterdam,  which  he  regards  aH  "  incomparably  the  best  and 
greatest  in  the  world,  Ijeing  built  on  tlieso  three  pillars  :  First, 
an  authentic  registry  uf  all  recei|jts  and  payments  above  300 
gnilders;  secondly,  the  enjoining  the  payment  in  bank  of  all 
foreign  bills  of  ezehange ;  and  thirdly,  the  city  and  government 
undertaking  the  socnrity  of  all  money  paid  in  bank." 

In  urging  hia  own  plan,  he  thus  apeaks  of  the  advantages  of 
bonks:*** The  great  oonvenienoo  atteading  bai^  and  dm 
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difficulty  of  trade  where  banks  are  wanting,  show  their  necessity 
and  use  in  all  trading  countries.  To  avoid  the  trouble  of  telling, 
retelling,  carrying  and  recarrying,  and  the  danger  and  loss  of 
counterfeit  money,  men  are  under  a  sort  of  necessity  to  trust 
their  cash  in  the  hands  of  private  bankers  and  goldsmiths,  where 
public  banks  are  not  established ;  and  this  thcj  continue  to  do, 
notwithstanding  the  incredible  lasses  often  sustained  by  frequent 
liuiures  and  iiwoiveiLcy  of  many,  to  the  ruin  of  those  that  trust 
them." 

The  author  declares  himself  the  advocate  of  public  banks 
under  the  control  of  public  authorities  and  the  guarantee  of  the 
State.  Th»  bank  inteiided  by  this  proposal  is  to  be  under  tiie 
Mthnt^y  care,  inapeotioa  and  eontirol  of  the  public  magistracyt 
as  most  oonaooant  to  reason,  natare  and  political  economy." 
Tha  bank  was  to  consist  ef  all  tbings  capable  of  being  a  fund  of 
aredit,  as  land,  ground-rents,  &c.,  and  be  divided  into  10,000 
sbares,  of  £100  each,  or  X1,000,000,  payable  in  ten  qnarterly 
instahnents ;  wbiob  tnm  will  be  found  a  etook  snffioieiit  to 
enlato  the  said  eredit  from  time  to  time  inued:'*  tbia  monej  to 
be  depoeitod  in  the  treasmj  of  the  €Si^  of  London,  and  branehea 
to  be  eetebUahed  in  some  fifty  of  the  chief  towns  of  the  United 
Kingdom. 

The  business  proposed  Ibr  this  bank  was  to  make  adfaaoes 
vpon  bank,  fbreign,  inland  InHs,  azobeq^net  tallies,  upon  goods, 
upon  aanitities,  and  pnblio  taxes,  sueh  as  the  poor  rates,  to 
honest  persons  capable  of  employing  their  time  to  good  adTan- 
tage,  Ac. 

In  the  same  year,  1696,  was  produced  "  Several  assertions 
proved  to  create  anotlicr  species  of  money  than  gold  and  silver,** 
by  J.  Asgill.  The  first  assertion  is,  *'that  there  is  a  necessity 
of  creating  another  kind  of  money;"  the  third  is,  tliat  all  pro- 
posals for  making  bills  of  credit  current  money  directly,  by  act 
of  Parliament,  can  be  of  no  use  the  si.xth  is,  that  securities 
on  land  are  capable  of  all  the  quality  of  money,  and  therefore 
they  are  capable  of  being  made  money,  for  land  is  durable  and 
incorruptible,  the  earth  bein^^  the  [^reat  store-house  of  the  world, 
where  all  .the  marines  of  life  and  defenoe  are  kept  sweet  and 
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Btfe.   Sooh  leeiiritieB  sre  diviaible  into  larger  or  leaser  sums, 
and  capable  of  having  their  yalne  stamped  on  their  face,  and  of  - 

being  made  transferable  by  delivery." 

Ill  1698,  was  published  The  CoiiBtitution  of  the  Oflice  of 
Land  Credit,"  a  project  very  elaborately  developed,  by  II ugh 
Chamberling,  the  author  of  the  pam])hlet  noticed  ante,  page 
345.  This  scheme  of  a  bank  was  brought  out  under  the  sanc- 
tion of  lofty  names ;  among  the  honorary  managers  are  four 
earls,  and  many  other  lords,  barons,  and  gentlemen  of  repute. 
It  is  stated  that  the  projector,  Chamberling,  had  devoted  thirty 
years  of  his  life  to  this  subject.  Some  of  his  positions  are: 
That  lands  and  hands  arc  the  material  and  efficient  causes  of 
all  true,  genuine  and  natural  riches:  that  credit,  rightly  founded 
oa  land,  must  evidently  be  more  secure  than  any  other  tort  of 
isredit:  that  credit  having  all  essentials  of  the  usual  money,  and 
some  other  additional  advantages,  wants  nothing  but  a  coercion 
IfMr,  enforcing  its  currency,  to  enable  it  to  assume  the  name  of 
money."  The  form  of  the  institntion,  its  mode  of  govemment, 
the  plan  of  settling  the  credit  or  secmritj  upon  lands,  are  all 
minutely  set  forth. 

These  notices  of  projects  and  schemes  of  hanking  some  oen* 
tnry  and  a  half  old  are  giren  to  the  reader  without  comment, 
the  object  being  merely  to  make  known  the  eurreat  oi  opinion 
at  that  tune.  We  ml^ht  enlarge  the  list,  for  plans  of  banks  con*  • 
tinned  to  appear  for  many  years  after  tlie  Bank  of  England  was 
chartered;  but  we  liaTe,  perhaps,  more  tl^an  satisfied  the  curiosity 

the  reader.  It  is  evident  that  great  misconceptions  prerafled 
as  to  the  power  and  real  nature  of  credit ;  this  is  manifest  in  all 
these  plans.  The  subject  was  not  as  well  understood  as  it  was 
upon  the  continent.  It  is  not  for  many  years  after  the  date  of 
these  publications,  that  we  find  in  England  any  well-written 
account  of  the  continental  banks  or  credit  system. 
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.    1 2.        Bank  of  England  duarltnd  In  1604— TFOItam  J\iiUnon 

jecior  —  Founded  on  a  loan  to  (he  government  of  Xl,200,000  at  eight  per 
crnt. —  OppoitUion  and  objections — Commenrol  huxines.'f  1C05  —  T^'j/yt* 
indrjinite.  —  Jiank-nofr.^-  —  Adcances  to  tjovcrmncni  —  Ilecoina —  Rate  oj 
discoutU  —  Business  if  Ut€  Bank — Use  of  deposits  —  Issue  of  bank  bills  — 
JEmi^ying  Us  eredU—'  CMdtmiA*,  or  private  banker*,  robbed  by  Charlee 
JL — Scfeijf  of  dqwsUf  im  Bank  of  Bngiand —  Vm  of  deposits  by  dep^ 
tUort  and  the  Bemk^-Jbsue  of  bank  biUt  pagaUe  an  demand— Bills  qf 
txehange  and  promissory  notes  on  time— Cfoniceriibiliiy— 'Theory  of  ba^ 
votes  not  mbstitufes  for  specie,  but  for  commercial  paper,  and  should  fuc- 
tuate  with  this  paper^  and  not  with  cow— >  CoueentnUion  of  paifmmde  w 
London. 

The  Bank  of  England  owes  its  ori^n  to  one  of  tbe  most  fiiut- 
fol  sobemen  of  the  latter  half  of  t]|e  17th  eentmry — the  same 
who  was  tbo  projector  of  the  Bank  of  Scotland,  and  the  chief 
promoter  of  the  ^astroos  enterprise  undertaken  bj  the  Baricn 
Company,  of  planting  a  colony  on  the  Isthmus  of  Darien.* 

The  charter  of  this  bank  was  obtained  in  1G94,  in  the  sixth 
year  of  William  and  Mary.  The  scliomo,  which  -^vas  due  to  the 
genius  of  William  Patterson,  hud  been  on  foot  several  yours,  and 
had  been  urgecl  on  the  government  with  great  perseverance.  It 
had  to  encounter,  like  other  schemes  for  banks,  opposition  from 
various  quarters.  The  tories,  who  were  in  opposition  to  the 
government,  opposed  it  as  likely  to  be  an  aid  to  the  administra- 
tion ;  the  goldsmiths,  private  bankers  and  usurers,  opposed 
it  as  likely  to  lower  the  rate  of  interest,  and  diminish  their  pro- 
fits. Till'  cautious  and  conservative  regarded  it  as  a  novelty, 
frauglitwith  danger  to  the  country;  and  they  prophesied  fearful 
results,  if  this  bank  were  chartered.  Patterson,  who  well  knew 
the  necessities  of  the  government,  then  engaged  in  war,  and 
frequently  obliged  to  pay  from  ten  to  forty  per  cent,  interest 
for  short  loans,  in  anticipation  of  the  public  revenues,  had  made 
it  a  prominent  part  of  his  plan  to  oifer  the  public  treasoij 
Xl,200,000,  at  eight  per  oent  interest. 

^  Five  vessels,  containing  thii  Scotch  colony,  left  tlio  port  of  Leith  in 
July,  long .  nnd  of  1206  penou  who  embarked,  30  only  remaiaed  alive  la 
retura  the  next  jear. 
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This  was  all  that  secured  attention  to  his  project.  It  was 
strenuously  resisted,  both  in  Privy  Council  and  in  Parliament ; 
but  finally  triumphing  over  all  opposition,  the  charter  of  the 
Bank  of  England  was  issued  in  1694.  Previous  to  this  date, 
about  X500,000  of  the  stock  had  been  subscribed  through  the 
efforts  of  Michael  Godfrey,  one  of  the  most  active  promoters  uf 
the  enterprise  in  London.  The  remaining  £700,000  was,  after 
due  notice  of  the  opening  of  the  books  under  the  charter,  sub- 
scribed in  ten  days.  • 

The  bank  wm  not  allowed  to  go  into  opemtion  irithoul 
tbe  persevering  and  determined  opposition  o£  the  various  classes 
Tvhosc  interests  ^  erc  opposed  to  it.  There  was  no  evil  omen 
-which  was  not  seized  upon,  and  no  objection  wl^ch  the  most  fer- 
tile imagination  could  conjure  up,  which  was  not  brought  to  bear 
•gainst  it.  It  was  said  that  banks  eould  only  prosper  in  repidK 
KoSy  and  that,  if  attempted  under  a  monarchy,  the  monareb 
would  either  absorb  the  bank,  or  tbe  bank  would  absorb  the 
monarchy.  It  was  alleged  that  it  would  become  a  monopoly, 
and  engross  the  whole  money  of  the  kingdom ;  that  it  would  be 
subservient  to  the  government,  and  be  applied  to  the  worst  pur- 
poses of  arbitrary  power ;  that  it  would  not  assist,  but  weaken 
commerce,  by  withdrawing  money  from  trade  to  apply  to  stock- 
jobbing ;  that  it  would  produce  a  swarm  of  stock-jobbers  and 
brokers,  to  prey  upon  their  fellow-creatares,  and  corrupt  the 
morals  of  the  nation.  It  was  said,  in  one  of  the  pamphlets  of 
the  day:  "Tluti  the  Bank  of  England  crept  into  the  world,  not 
being  in  any  votes"  (proposed  laws)  "  by  that  name,  but  in  an  act 
granting  to  their  M;ijesties  several  duties  upon  tannage  of  ships, 
beer,  ale,  &c.,  for  securing  certain  recompenses  to  such  as 
should  siibscrihe  £1,200,000  on  a  fund  of  eight  per  cent.,"  kc. 

The  writer  roundly  ,a8sert3  that  there  were  many  who,  if  they 
had'known  what  kind  of  bank  was  wrapped  up  in  that  bill,  would 
have  been  willing  to  lend  the  money  gratia  for  several  years,  to 
obtain  such  privileges. 

Another  opponent  admits  there  was  some  excuse  for  establish- 
ing the  bank,  but  none  for  continuing  it.     The  nation  had  been 
for  several  years  engaged  in  an  eipensive^  haMrdous  and  doubt- 
2a 
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fill  war ;  the  government  had  drained  all  their  projects  to  raise 
the  necessary  supplies ;  hut  the  credit  of  the  nation  sunk,  occ»- 
sioiu-d  {lurtly  by  the  divisions  of  Parliament,  the  deficiency  of 
the  funds,  and  most  unfortunately  by  the  baseness  of  our  coin, 
BO  that  neither  nur  money  nor  our  credit  would  pass  at  market." 
In  this  necessity,  the  author  admits  the  government  had  no 
choice  but  to  accept  the  alternative  of  a  bank.  ''And  when  such 
an  enemy  was  at  our  doors,  it  was  too  favorable  an  opportunity 
for  ittch  a  fort  as  this  to  be  erected,  which,  though  then  designed 
for  cor  defence,  serves  now  (1707)  to  overawe  us,  and  has  turned 
its  cannon  against  the  state  it  was  built  to  protect."  After  in- 
dulging in  this  strain  at  some  length,  he  proceeds:  "Wo  am, 
God  be  thanked,  greatly  reeovered  from  that  dangerouR  crisis, 
oar  credit  retrieved,  oar  money  recoined,  great  part  of  oor  debts 
paid,  and  almost  all  provided  for."  •  .  .  We  crowd  mm  to 
get  our  money  into  the  funds,  than  heretofore  to  get  it  oat;  and 
we  are  freed  from  any  neoessHy  of  8iq»porting  the  wants  of  Hm 
gOTomment.  It  is,  therefore,  a  matter  of  prudence  whether  the 
hank  ought  to  be  oontmued  longer."'  To  this  oontinnanoe  the 
writer  opposes  all  his  powers  of  logic  and  abuse.  His  wamingt 
and  denunciations  are  alike  terrible.  Of  the  two  erils,  he  thinks 
the  bank  for  more  dangerous  than  a  standing  army ;  that  neidMr 
should  be  allowed  in  time  of  peace ;  and  that  both  should  be  dis- 
banded as  soon  as  the  work  of  war  is  done.  He  condndes  by 
exhorting  those  who  have  the  power,  "  if  they  would  have  their 
peace  and  liberties  safe,  by  putting  it  out  of  the  power  of  any  to 
molest  them,  and  by  keeping  their  elections  free,  not  to  repair 
this  fort  (the  Bank  of  England),  that  overawes  them,  and  by 
their  compassion  to  the  poor  tradesmen,  and  their  own  interest, 
not  to  establish  iniqiLity  by  Jaw.**^  ^ 

This  may  serve  as  a  specimen  of  the  rhetoric  employed  against 
the  Bank  of  England  in  the  first  years  of  its  existence.  The 
opposition  which  began  witli  it?  birtli  lias  followed  it  down  to  the 
present  hour.    Every  recurrence  of  a  renewal  of  its  ^l^fBti^r 

>  A  Short  Tiaw  of  the  Danfera  and  Hiaohieb  of  the  Bank  of  Eoglaod. 
London,  1707. 
•He  g^Vit  Hm  bulk  no  eiedit  Ibr  all  lUf. 
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Wngs  forth  a  liost  of  objectors.  It  is  now,  howtT'eT,  so  tho- 
roughly iacorporated  with  the  body  politic  and  financial  system 
of  England,  that  its  continuance  is  not  only  necessary,  but  indis- 
pensable. To  touch  it  with  unskilful  hands  is  hasardous,  to 
shake  its  credit  miaous  not  onlj  to  public,  but  to  private 
interests. 

On  the  Ist  of  January,  1695,  the  bank  went  into  operation. 
Its  whole  capital,  when  paid  in,  and  as  paid  in,  was  to  be  lent  to 
the  government  as  a  special  loan,  the  interest  whereof  was  secured 
upon  certain  specified  taxes  mentioned  in  the  eharter.  In  addi- 
tion to  the  interest  of  £96,000,  the  further  animal  ium  of  X4000 
per  annum  was  allowed  to  the  bank  for  the  management  of  the 
lean.  The  QoTemor  and  Oompanj  of  the  Bank  of  England  had 
fall  authoritj  granted  them,  in  whatever  eoncamed  ^'  borrowing  or 
receiving  moneys,  and  giving  security  for  the  same  under  their  seal; 
m  dealing  in  bills  of  exchange^  hnjuig  or  selling  bullion,  gold  or 
tttyar ;  aelling  any  gpodsy  wares  or  merohandiie  deposited  with 
them  for  moni^  lent  or  advaneed  on  th^,  and  not  redeemed  at 
die  time  agreed,  or  within  three  months  after ;  in  selling  such 
goods  as  may  be  the  prodaoe  of  knds  parohased.b7  the  bank ; 
in  lending  or  advanoing  any  of  the  moneys  of  the  oorpmtion ; 
and  in  taking  pawns,  or  other  securities,  for  the  same."  From 
tiua,  it  will  be  apparent  that  the  bsnkiag  boshMSs  of  the  corpo« 
ration  was  not  very  particularly  dsseribed  or  speoified.  The 
asin  hat  was,  that  the  snbeoribeni  to  a  pablie  loan  of  jei,200,000 
were  incorporated  as  a  bank,  and  left  to  shape  their  business, 
nnder  these  general  powers,  as  their  interests  and  the  demands 
of  their  customers  might  dictate.  Their  first  object,  no  doubt, 
was  to  invite  deposits ;  and  certainly  the  security  of  sucli  a  largo 
aui  jaat  of  loan  to  the  government  was  superior  to  any  ever  be- 
fore offered  to  depositors  in  England. 

The  act  of  incorporation  conferred  no  special  power  of  issuing 
bank-notes,  or  other  paper,  to  circulate  as  money;  but  this 
power  seems  to  have  been  regarded  as  incident  to  the  corporate 
powers  conferred  in  the  charter.  One  of  the  first  notices  published 
by  the  bank,  dated  11th  February,  1695,  wa,s  to  the  effect  that 
three  oashiera  named  in  the  notice  were  the  only  persons  author- 
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izpd  by  the  bank  to  give  notes  on  bebalf  of  the  company  either 
for  payment  of  money  or  bills ;  that  is,  either  of  the  three 
cashiers,  and  no  other  person,  were  authorized  to  sign  and  issue 
notes,  for  whicli  the  bank  was  to  be  accountable.  We  find  very 
few  particulars  in  regard  to  the  earliest  issues  of  the  bank.  No 
notes  were  at  first  issued  under  .£20.  Wlien  the  "infant"  bank, 
in  1696,  encountered  the  difficulties  of  the  national  recoinage,  it 
for  a  time  suspended  payments,  and,  as  a  measure  of  relief, 
issued  bills  under  seal,  bearing  six  per  cent,  interaet,  with  which 
they  redeemed  the  casbiers'  notes,  which  irwe  payable  on  de- 
mand without  interest. 

That  the  bank  issued  these  sealed  bills  and  the  cashiers'  notes 
freely,  is  evident  from  a  statement  furnished  to  the  House  of 
Commons,  dated  10th  Koveniber,  1696,  by  wfaioh  it  appeared 
that,  there  was  outstanding  sealed  bills,  J6898»800,  cashiers* 
notes,  X764,196.  The  cash  then  on  hand,  ^686,664,  <was  all 
lihey  had  to  meet  ^61,657,996  of  sealed  bills  and  notes.  The 
advances  made  by  the  Ji»ank  had  been  chiefly  to  the  goTcrn- 
ment|  only  JS281,000  appearing  to  have  been  lent  to  individuals* 
The  government  being  the  chief  debtor,  vras  bound  to  aflbrd  the 
necessary  relief  in  the  emergency.  This  was  done  by  allowing 
the  bank  to  increase  its  stock,  in  payment  of  which  increase  a 
portion  of  the  outstanding  liabilities  of  the  bank  were  absorbed. 
So  great  was  the  financial  derangemoit  growing  out  of  the 
recoinage  then  in  progress,  of  the  embarrassments  of  the  govern- 
ment, and  the  over-issues  of  the  bank,  tluit  tlie  obligations  of 
the  public  treasury  were  at  a  discount  of  forty  or  fifty  percent., 
and  bank-notes  at  twelve  to  twenty  per  cent.  It  is  evident  that 
the  notes  of  the  bank  had  fur  a  time  been  receivfd  with  great 
favor,  or  so  large  an  amount  as  XI, 657, 996  could  not  have  been 
issued  in  less  than  two  years. 

The  governuicut  had  determined  upon  recoining  in  full  weiirht 
a  silver  curfency  depreciated  25  per  cent,  by  wear  and  clipping  : 
the  bank  continued  to  issue  its  bills  for  this  liirht  coin,  thoufrh 
obliged  to  wait  the  movement  of  the  mint  for  the  new  coins.  ^ 

*  Ante,  pp.  SO  to  d5. 
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The  old  coins  were,  by  proclamation,  declared  uncurrcnt,  and 
the  bank  could  not  obtain  new  coins  from  the  mint  fast  enough 
to  meet  the  demands  of  a  communitj  greatly  in  need  of  cur- 
rency. This  contributed  much  to  increase  the  issue  of  bank- 
notes. 

The  measure  of  the  government  brought  an  addition  to  the 
stock  of  about  £1,000,000,  and  reduced  tlie  liabilities  of  the 
bank  to  the  same  amount.  This,  with  an  :ict  of  Parliament, 
containing  many  provisions  favornblo  to  the  bank,  raised  the 
stock  in  a  few  months  to  112  per  cent.,  greatly  enhanced  the 
price  of  the  government  securities,  and  gave  the  bank-notes  free 
currency.  The  bank  recovered  from  its  first  suspension,  by  this 
aid  of  the  government,  in  a  very  short  time.  It  rnoBt  be  noted, 
however,  that  the  aid  rendered  by  the  bank  to  the  government 
was  even  more  important  and  subetaotiftl  than  that  rendered  bj 
the  latter  to  the  bank. 

The  charter  was  not  only  silent  with  reference  to  the  issoe  of 
.  ntftei,  bnt  also  in  regard  to  the  payment  of  specie.  That  very 
important  matter  waa  leh  to  he  regulated  by  the  general  laws 
of  the  country.  The  oorporate  body  eoold  issue  notes,  and 
having  issaed  them,  it  was  bound  to  pay  them  in  lawful  money, 
as  other  persons  and  bodies  oorpoxate  wonld  be  bonnd.  .  No 
general  alarm  seems  to  have  bera  felt  on  the  occasion  of  this 
first  suspension,  and  the  obligations  of  the  bank  seem  to  have 
been  regarded  as  safe^  though  not  cooTertible  instantaneovsly 
into  -money. 

We  have  already  remarked  thai  the  bank  was,  under  the 
general  terms  of  its  charter,  left  to  shape  its  policy  according  to 
the  coarse  of  business  and  the  dictates  of  its  own  interests.  To 

induce  deposits,  the  bank  early  made  a  distinction  in  the  rate 
of  discount  between  its  regular  customers  and  all  other  appli- 
cants, of  from  two  and  a  half  to  three  per  cent.,  the  highest  rate 
being  si.x  per  cent.  The  first  error  of  the  bank,  that  of  lending 
too  freely  to  the  government,  had  the  result,  in  the  end,  of  esta- 
blishing its  credit  the  more  firmly,  for  it  secured  thereby  effec- 
tually the  continued  and  efficient  support  of  the  national  trea- 
sury i  and  being  thus  strongly  established,  it  very  rapidly  secured 
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the  oonfidenoe  of  men  of  bosbees  and  maHfa.  AHiboagh  ape- 
oiaUy  authorised  to  reodfe  merehandtae  and  personal  propcrtj 
in  aecaritj  for  loana,  Terj  few  of  ita  operafiooa'took  that  direo- 
tion;  ita  boaineBa  eonalrted  mainly  in  dealing  in  btlla  of  ex- 
change, and  other  commereial  paper,  and  in  receiving  deposits^ 
The  bank  baring  nothing  in  ita  Tanlla  at  the  otitaet  but  oerti> 
ficates  of  public  debt,  to  the  extent  to  which  the  j£l,200,000  had 
been  paid  up,  had  oulj  three  modes  of  carrjring  on  banking 
business  open  to  it. 

1.  To  lend  or  employ  the  money  depositctl  by  its  customers^ 
to  the  amount  it  might  be  safe  or  expedient  to  lend  or  use  monej 
irbich  was  payable  to  depositors  on  (li^mand. 

2.  To  issue  bank-notes  for  circulation  as  currency,  or  bonds 
bearing  interest,  to  be  taken  by  those  "who  desire*!  such  security 
for  investments  ;  mnl  to  employ  the  bank-notes,  and  the  money 
received  for  bonds,  in  the  purchase  of  promissory  notes  and  bilU 
of  exchange  at  such  rates  as  would  leave  a  profit  to  the  bank. 

8.  To  employ  its  credit,  which  soon  attained  a  high  grade/in 
cUaooonting  billa  of  exchange  and  promiaaory  notea  for  its  cus- 
tomers, gi^'ing  them  merely  a  credit  in  aecoont  on  the  books  of 
the  bank  for  the  proceeds  of  the  paper  diacounted,  and  allowing 
the  partiea  obtaining  anch  credita  to  tnnafer  theni^  in  anma  to 
anit  their  con?enienee,  to  other  peraons. 

The  bank,  notwithatanding  the  check  it  received  in  ^  aecoBd 
year  of  ita  eziatence,  roae  rapidly  in  importance  and  in  basineaa. 
It  blended  at  once,  in  ita  operationa,  all  the  modea  of  bnaineM 
abore  8pecified:>1rat  aa  theae  modea  of  bankmg  are  eaaentially 
distinct  operationBy  even  when  carried  on  by  the  aane  bank,  m 
shall  conaider  them  a^arately ;  the  more  ao^  aa  the  confoaion 
of  terma  and  ideaa  reauHing  from  these  blended  proceeeee  of  the 
hank  haa,  from  that  time  to  the  preaent,  prodnoed  n  degree  of 
coofaaion  in  men'a  minda,  npon  the  subject  of  banks  of  dronla- 
tion,  very  nnfayorable  to  dear  perceptions  on  the  subjects  of 
money  and  banking. 

The  business  of  receiving,  holding  and  pvaying  out  deposits  is 
probably  as  old  as  the  use  of  money.  It  has  assumed  many  dif- 
ferent forms  in  different  ages,  and  among  different  people ;  but 
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«1m  biflinefs  lias  existed  at  all  times,  and  in  all  nations,  wliere 
gold  and  sil?er  wonej  were  employed.  It  vas  always,  and  is 
yety  unavoidable.  A  lai|^  portion  of  those  who  haye  occasion 
to  reeeiTe  money,  oould  not  and  cannot  be  judges  of  the  gennine- 
BON  of  coin  or  bullion ;  they  eonld  not  weigh  and  test  it  with 
sufficient  aoouraoy ;  this»  of  course,  gave  rise  to  a  dass  of  men 
skilled  in  the  preeious  metals,  and,  with  them  these  metals  wers 
deponted  for  sofe-keepiiig,  and  convenience  of  paying.  In  all 
ages,  the  safe-keeping  of  the  precious  metals  was  one  of  the  most 
diflScult  exigencies  to  provide  for,  and  one  wliich  created  unceas- 
iug  auxiely.  We  find  mention  of  bankers  in  tlie  history  of  every 
ancient  civilized  people,  who  exercised  their  functions  very  much 
as  they  do  in  China  at  this  day.  Our  Saviour,  in  one  of  his 
parables,  makes  the  lord  of  the  unfaithful  servant  say  :  "Where- 
fore, then,  gavcst  not  thou  thy  money  into  tlie  l)auk,  that  at  my 
coming  T  mi<;]it  have  required  mine  own  with  usury."  ^  From 
this,  it  appears  iliat  the  bankers  of  that  day  were  in  tbo  habit 
of  paying  interest  on  deposits. 

The  bankers  of  England,  previous  to  the  charter  of  the  Bank 
of  England,  and  to  a  large  extent  for  a  long  time  afterward, 
were  the  goldsmiths.  Their  business  made  them  adepts  in  bullion 
and  money,  and  required  safe  depositories.  Very  large  sums 
were  entrusted  to  them  by  the  nobility,  gentry,  and  business 
men  of  England.^  But  as  these  private  bankers  had  been,  on 
two  occasions,  robbed  by  the  monarohs  of  £ngknd,  some  dis- 
trust of  their  ability  to  protect  money  committed  to  them  natQ* 
rally  found  a  place  in  die  minds  of  depo||tors.  The  Bank  of 
England  took,  from  the  beginning,  the  position  of  a  great  and 
powerful  corporation.  It  commanded  at  once  so  high  a  degree 
of  confidence,  as  to  secure  large  deposits.   One  of  its  first  by- 


>  Lake,  lix.  23. 

'  In  tbe  reign  of  Charles  tho  Second,  when  the  money  of  the  bankers,  or 
goldsmithei  was  emsed  in  the  exchequer,  where  it  had  been  deposited  for 
safety,  tho  amount  was  £1,328,526 -r- a  great  sum  for  those  days.  Charles 
the  First  had  seized  JC200,<XK.>,  deposited  in  the  miut,  in  bis  time.  One 
of  the  bankers  robbed  by  Charles  the  Second  had  X  iIG,72-l  taken  from 
him. 
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laiff  assisted  in  strengthening  this  confidenoei  by  requiring  th«t 
the  cash  of  the  corporation  shoald  be  carefully  kept  under 
three  or  more  locks,  the  keys  whereof  shaU  be  kept  by  saeh  three 
<kr  more  of  the  Governor,  Deputy  Gk>venior  tad  IMreotora  as  th* 
■aid  Oonrt  of  Directors  shall  from  tame  to  tame  empower  to  keep 
the  same,  each  of  said  persons  kecking  one  of  said  keys." 

The  bsepiag  of  money  for  a  large  nnmber  of  persons^  who 
only  draw  it  as  their  wants  and  oooasiolis  require,  leaves  a  eon* 
mdmble  proportion  in  the  hands  of  the  banker,  subject  to  his 
disposal,  as  not  at  all  likely  to  be  called  for  by  the  ownerB* 
•  This  the  banker  may  lend  upon  good  securities,  in  the  hope  that 
it  will  not  be  required,  or  that,  if  the  i^hole  or  a  part  should  be 
demanded,  he  will  be  able,  by  means  of  the  same  secorities,  to 
raise  the  amount  demanded.  The  private  hankers  of  England, 
and  indeed  of  all  Europe,  had  realized  large  profits  from  this 
allowed  trading  in  money  not  their  own.  It  was,  however,  not 
a  very  unusual  occurrence  tliat,  in  times  uf  alarm  and  commer- 
cial panic,  a  run  on  such  bankers  took  place,  and  their  discredit 
and  ruin  followed  upon  their  inability  to  meet  the  demands  of 
customers ;  for  they  found,  by  experience,  that  the  sen<on  of 
alarm  and  distrust  which  produced  the  demand  for  deposits,  waa 
one  in  which  they  could  not  realize  upon  the  securities  taken  for 
loan?.  The  Bank  of  England  could  not,  of  course,  be  exempt 
from  this  difficulty.  It  must  ahvays  have  been,  and  must  always 
bo,  a  business  of  no  little  hazard,  to  lend  the  money  of  parties 
entitled  to  repayment  on  demand. 

It  is  urged  by  sgme,  that  all  business  transactions  in  which 
money  is  involved  should  be  for  money  in  hand ;  but  even  if  all 
sales  of  property  were  for  cash,  which  never  has  been  the  case 
in  any  civilized  country,  and  never  can  he,  yet  many  transae- 
tions  in  credit  would  take  place.  All  deposits  "with  bankers  are* 
credits  given  to  the  bank ;  all  loans  of  money  by  the  bank  are 
transactions  of  credit,  as  well  as  all  loans  from  one  individual  to 
another.  There  never  was  a  civilised  country  in  which  such 
transactions  did  not  take  place/  Of  course,  periods  of  alarm, 
panic  or  commercial  distrust  must  occur,  from  one  cause  or 
another ;  and  at  such  times,  neither  banks  nor  individuals  can 
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immedistel  J  recftll  the  money  they  have  kat  or  deposited.  Tlie 
histoiy  of  the  Bank  of  England  furnishes  many  sneh  oooasione ; 
hut  as  the  hank  eigoyed  the  fall  eonfidenee  and  rapport  of  the 
gofemmenty  it  vas-erer  able  to  bear  the  pressure  of  sneh  oeca> 
sioBS  with  less  damage  than  anj  mere  private  bankers.  No  depo- 
sitor in  the  Bank  of  Bog^nd  has,  during  its  existence  one 
hundred  and  sixty  years,  ever  lost  his  deposit.  During  that 
time,  immense  sums  deposited  with  private  bankers,  and  inferior 
establishments^  have  been  totally  loj?t.  It  cannot  bo  doubted 
that  the  bank,  despite  the  losses  incident  to  lending  money,  to 
the  temptatiuii  of  employing  too  freely  the  money  of  its  cus- 
tomers, and  the  sacrifices  involved  in  replacing  money  upon  occa- 
sions of  panic,  has  realized  large  profits  from  this  branch  of  its 
business,  which  has  been  increasing  in  magnitude  and  advantage 
from  the  institution  of  the  bank  until  the  present  time. 

We  have  thus  presented  deposits  in  the  single  view  of  their 
safety,  and  the  advantage  of  the  bank  in  lending  such  propor- 
tion of  them  as  it  may  be  expedient  to  employ  in  that  way. 
And  wo  have  only  referred  to  deposits  of  actual  money  —  that 
is,  of  coin  or  bullion.  Other  values  which  are  included  in  depo- 
sits, such  as  bank-notes  and  bank  credits,  will  bo  considered 
hereafter.  Our  object  has  been  to  separate  the  various  functions 
and  processes  of  the  business  of  the  bank,  and  to  give  the  reader 
a  distinct  view  of  each  process,  without  whioh  he  cannot  under- 
stand tho  whole  when  oombined. 

There  is,  howo?er,  an  aspect  of  deposits  of  money,  which 
may  be  deemed  eqnally  as  important  to  the  bank,  and  more  so 
to  the  commereial  pnblioy  than  that  which  we  have  presented^ 
The  deposits  would  not  reach  nearly  so  large  an  amount,  if  they 
were  03q>ected  to  lie  in  the  bank  useless  to  the  depositor* 
Money  i$  deposited  not  only  for  safe-keeping,  but  for  actual  and 
rapid  use*  The  bank  allows  the  deposits  to  be  transferred  from 
one  account  to  another,  in  as  rapid  succession  as  the  conyenience 
of  the  parties  may  dictate.  The  circulation  of  deposits  may,  by 
this  means,  be  vastly  beyond  any  possible  actual  movement  of 
money  by  counting  and  delivery  out  of  bank.  Without  any 
trammels  of  couothi^^,  weighing,  serutiniiing  and  assaying,  such 
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as  must  take  place  irith  coini  and  bnllien,  these,  when  onoe  depo- 
sited, maj  be  transferred  hj  check  on  the  books  of  the  bank  a 
hundred  times  daily,  if  needfoL  This  may  gi7e  trouble  to  tke 
bank,  which  must  hare  clerks  enough  to  make  these  transfiBi% 
and  keep  the  accounts  of  aU  correctlj.  The  operation  of  these 
transfers  takes  nothing  from  the  bank;  the  money  remains ;  the 
ownership  only  changes.  The  great  fadli^,  safety  and  rapidiliy 
of  this  mode  of  payment  attracts  large  sums,  beo^Mlse  the  depo- 
sitors have,  in  much  the  largest  number  of  oases,  a  far  more 
eflRciciit  use  of  their  money  as  it  lies  in  bank,  than  they  would 
have  if  it  were  in  their  own  liands.  This  use  of  deposits  so 
swells  the  amount  dcpositotl  in  bank,  as  to  place  a  much  larger 
sum  ut  the  disposal  of  the  bank  for  its  own  profit.  Thus  the 
bank  could  lend  a  certain  proportion  of  its  deposits,  and  receive 
interest  therefor,  at  the  ^anle  time  that  the  owners  of  the  <lepo- 
sits  were  making  the  utmost  use  of  their  money  wluch  could  be 
made  under  any  circumstances. 

This  mode  of  payment  offered  to  its  customers  by  the  Bank 
of  England  was  the  same  which  had  been  enjoyed,  to  some  ex- 

'  tent,  on  the  books  of  the  private  bankers;  but  the  superior 
credit  of  the  bank,  and  the  far  larger  number  of  its  depositors, 
gave  much  greater  effect  to  this  rapid  mode  of  payment  than 
could  take  place  between  the  same  parties  as  depositors  with 
different  private  bankers.  This  advantage  gradually  attracted 
to  the  bank  a  large  portion  of  the  money  of  the  country,  whidi 
became  available  for  a  mode  of  payment,  the  most  effective  of 
which  it  was  susceptible.   The  money  deposited  was  thus  made 

-  to  perform  the  same  duty,  in  proportion  to  the  amount,  as  tha* 
which  was  shut  up  in  the  Banks  of  Amsterdam  and  Hamburg, 
with  this  advantage  to  the  depositor,  that  he  could  withdraw 
his  deposit  at  pleasure.  The  bank  deposito  became  the  mosS 
popular  and  safe  mode  of  effecting  the  larger  paymento  of  con- 
merce,  foreign  and  domestic,  and  they  absorbed  the  amoiuiS 
needful  for  that  purpose.  It  is  obvious  that,  with  the  company 
tively  rapid  eirciilation  of  deposito,  a  much  less  amount  would  be 
required  for  these  payments,  than  if  coins  had  to  be  employed 
for  that  purpose.    The  deposit  system  of  payments  was  one  not 
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only  of  great  efficiency,  but  of  great  economy ;  it  saved  proba- 
bly three-fourths  of  the  money  which  wovild  be  riMjuiied  to  make 
the  same  amount  of  payments  by  the  actual  counting  and 
delivery  of  coins ;  but,  in  fact,  payments  could  be  made  ten 
times  faster  by  deposits  than  by  cuiii.s.  Tlic  morio\'  thus  ocono- 
mized  vras  lent  by  tlic  bank  to  its  customers,  who  would  bo,  in  a 
large  degree,  tlie  very  same  who  made  tho  deposits.  The  depo- 
sitors had,  then,  not  only  more  eflfcctive  use  of  their  money  as  a 
deposit,  but  their  united  deposits  placed  at  the  disposal  of  the 
bank  a  large  sum  to  be  lent  to  them  for  their  accommodation. 

Another  mode  of  business  open  to  the  Bank  of  England  was 
the  issue  of  bank-notes,  or  otlier  securities  of  a  similar  nature, 
for  which  the/  nught  find  a  demand.  £ank*notes,  properly 
speaking,  were  unknown  in  England  at  the  origin  of  the  bank. 
Th9  notes  of  the  goldsmiths  were  regarded  in  no  other  light  than 
that  of  promissory  notes  of  indiriduals.  They  never  reached 
that  full  correnej  as  money  to  which  bank-notes  hare  since 
attained.  The  notes  of  the  Bank  of  England  were  for  a  long 
time,  by  writers  and  in  public  docoments,  called  promissory 
Botes  payable  on  demand,  to  distinguish  them  from  the  usual 
bosiness  notes  drawn  upon  time.  As  the  Bank  of  England  was 
the  first  to  isstib  bank-notes,  now  technically  so  called,  in  that 
coontry,  it  may  assist  oor  perceptions  of  the  troe  nature  and 
factions  of  banks,  if  wa  regard  them  from  the  point  of  view 
taken  by  the  bank,  when  it  first  issued  a  form  of  security  which 
has  since  occupied  so  much  of  the  tune  and  attention  of  the 
commercial  and  political  wcrid,  and  about  which  opinioiis  hsTe 
been  so  divided. 

The  bank  was  authorized  by  its  charter  to  deal  in  bills  of  ez« 
change,  and  as  bills  were  much  used  in  England  in  the  domestic, 
as  well  as  in  the  foreign,  trade,  they  were  of  course  early  offered 
to  the  bank.  It  would  be  apparent  to  the  bank,  that  the  ainuuut 
of  foreign  and  domestic  bills  was  far  greater  than  the  niuney 
and  bullion  in  the  country.  The  bills  of  exchange,  therefore, 
offered  to  the  bank  a  vastly  larger  opening  for  business  than 
any  possible  operations  in  money  or  bullion.  It  became  an  in- 
teresting point  to  decide  in  what  way  the  bank  could  deal  in 


864     BAKE-NOTKS  AN  EXGHANQB  OF  PAPBR. 


bills  of  exchange,  foreign  and  domestic,  and  it  may  be  added 
promissory  notes,  with  advantage  to  ilsclf  and  the  public.  The 
subject,  as  thus  presented  to  them,  was  much  simpler  than  it  is 
regarded  now,  when  it  involves  so  many  complications. 

Bills  of  exchange  and  promissory  notes  had  then,  as  now, 
some  time  to  run  before  maturity,  say  an  average  of  three 
months.  During  that  time,  these  securities  were  of  no  use  to 
the  holders,  unless  they  could  transfer  them  in  payment  of  debts, 
or  in  the  purchase  of  property.  This  advantage  would  be  rare, 
for  the  amounts  would  be  inconvenient,  and  the  exact  standing 
of  the  parties  not  always  known.  But  as  these  securities,  among 
men  of  business,  make  a  very  large  item  of  their  posses* 
sions,  they  would  naturally  be  used  in  obtaining  loans;  and 
so  far  as  the  bank  had  money  to  lend,  it  would  not  only  look 
with  favor  upon  snch  securities,  but  would  incline  to  carry  its 
dealings  in  them  far  beyond  the  amontit  of  any  money  it  could 
command.  .The  obvious  suggestion  would  be,  to  give  the  holder:^ 
of  these  securities  of  such  inconvenient  amounts,  and  limited 
credit,  the  notes,  in  small  amounts  or  denominations,  of  the  bank 
itself,  payable  at  the  same  time.  The  bank  would  deem  it 
quite  safe  to  exchange  its  own  promissory  notes  for  a^^roved 
notes  or  occeptanoes  of  individuals,  both  payable  on  the  same 
day ;  so  that,  on  these  transactions,  the  amount  payable  by  the 
bank  each  day  would  be  the  same  which  was  payable  to  the  bank. 
For  this  ez<^ange  of  notes,  or  securities,  the  bank  Would  of 
eourse  exact  a  compensation  in  the  shape  of  oommission,  dis- 
connt  or  interest.  The  advantage  to  the  customer  of  the  bank 
would  be  obvious ;  he  would  receive,  for  instance,  in  place  of  a 
bill  of  exchange  or  promissory  note  for  j6180,  nine  notes  of  the 
bank  for  £20,  each  of  which  would  be  gladly  received  by  all 
persons  in  the  payment  of  debts  or  goods.  The  inducements  to 
such  a  business  would  bo  quite  sufficient  to  secuie  its  couiiuu- 
ance  on  botli  sides. 

But  the  Bank  of  Enp^land,  on  the  suggestion  of  certain  bold 
and  ingenious  financiers  of  that  day,  decided  to  go  a  long  step 
farther,  and  so  to  increase  the  inducements  on  its  side  as  to 
insure  a  large  business  and  great  lavor  with  the  people.    It  was 
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vTgidd,  upon  ih»  bank,  that  it  miglit  not  only  issm  its  DOtes  in 
small  dMunmnations,  in  ezehaDgc  for  individoal  commercial  paper 
hnTing  some  time  to  xnn,  but  that  sneh  notes  might  safely  be 
made  payable  to  the  holders,  or  whoever  might  present  them,  on 
demand.  It  was  alleged,  in  justification  of  this  bold  idea,  that 
these  small  notes  issued  by  the  bank  would  pass  into  circulation 
like  money,  and  thus  be  dispersed  over  the  kingdom  ;  that  they 
would  furnish  an  immense  facility  in  business,  and  become 
almost  indispensable  in  the  transactions  of  domestic  trade  ;  that 
they  could  not,  and  would  not,  therefore,  be  returned  suddenly 
and  in  large  quantities  upon  the  bank.  It  was  further  urged  that 
it  would  be  a  very  great  convenience  to  tlie  holders  of  these,  if 
an  occasional  want  of  money  or  coins  could  be  supplied  at  once 
by  prcscnt;ition  of  these  notes  at  the  bank ;  that  it  would  bo 
easy  for  the  bank  to  supply  these  occasional  wants,  and  that  the 
doing  so  would  .give  the  notes  a  currency  like  money,  and  aCavor 
wi^  the  publio  far  beyond  any  previous  anticipations. 

Upon  such  considerations,  the  bank  decided  to  issue  notes 
payable  to  bearer  on  demand,  in  exchange  for  individual 
paper  payable  at  a  future  day.  The  bank  thus  undertook  to 
perform  an  impossibility,  in  the  hope  that  it  would  not  bo  called 
npon  to  redeem  the  promise,  or  make  the  attempt.  What  the 
bank  could  do  was  to^give  its  own  notes,  of  convenient  denomi* 
nations  for  eireulation,  in  exchange  for  indiyidual  paper,  and 
payable  at  the  same  time ;  and  in  doing  this  alone,  the  bank 
could  have  rendered  a  gireat  service  to  the  publio  with  small  risk. 
The  bank  had  not  the  money,  and  could  not,  therefore,  purchase 
the  paper  offered;  the  notes  offered  by  the  bank  were  not  money, 
though  a  much  better  substitnte  for  money  than  the  notes^f  indi- 
viduals, which  could  only  circulate  to  a  very  limited  extent  as  a 
medium  of  payment.  The  bank  issued  notes  payable  to  bearer, 
without  endorsement,  and  this  oertiunly  added  to  the  &cility 
and  convenience  of  their  passing  rapidly  from  hand  to  hand  as 
a  currency.  It  departed  from  sound  principles,  when  it  made 
these  notes  payable  on  demand  in  gald  or  silver ;  for  it  must  be 
contrary  to  sound  principles,  to  undertake  to  do  what  cannot  bo 
dasxe.    The  bank-notes  were  nothing  more,  and  should  not  have 
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been  held  up  to  the  pnblio  as  anjthing  more,  than  the  mere  pro- 
missory notes  of  the  bank,  eonYonient  in  form  for  oircalatmn 
among  all  those  who  chose  to  take  them,  not  as  money,  but  as 
promises  to  pay  money.  The  promise  shoild  have  been  only 
such  as  the  bank  conld  perform.  Striotly  speaking,  the  bank 
eonld  only  pay  in  coin  when'it  received  in  coin.  It  ooald  exact 
payment  in  coin  for  the  note  received  of  every  individual  only 
when  the  note  matorod,  and  not  before.  The  accommodation 
between  the  bank  and  its  cnstomers  was  mntnal  in  this  ezcbangc 
of  notes ;  the  bank  received  a  profit,  and  the  costomer  received 
tlie  bank-notes  a  better  medium  of  payment,  one  which  wouM  be 
received  out  of  the  Iniuk,  as  well  as  in  it,  in  payment  of  debts, 
or  in  the  making  of  j)urciiases.  But  it  sliould  never  have  been 
imagined  for  a  niometit,  that  by  this  process  between  the  bank 
and  its  customers  they  manufactured  money.  If  the  notes 
issued  by  the  bank  had  been  payable  in  specie  only  upon  the 
day  when  the  paper  taken  by  the  bank  was  payable,  then  the 
bank  would  receive  every  day  from  the  public  as  much  as  the 
public  could  demand  from  the  bank.  The  bank-notes  would,  in 
this  case,  have  served  every  legitimate  purpose  which  such  an 
instrument  could  serve.  If  all  the  business-paper  of  England 
had  been  thus  exchanged  for  notes  of  the  Bank  of  England,  then 
all  this  business^per  could  have  been  paid  off  and  discharged 
by  these  bank-notes.  This  surely  was  an  advantage  in  itself^ 
and  an  economy  of  money  very  desirable  to  be  achieved.  Nothing 
more  than  th»  shonld  over  have  been  expected  of  bank-notes. 

It  is  true  that  bank-notes  might  have  been  issued  on  the  basis 
of  specie  aUmo;  in  that  case,  the  specie  should  have  been  kept 
ready  for  their  redemption,  pound  for  pound.  But  when  the 
notes  of  a  bank  are  issued  in  exchange  for  the  notes  of  indi- 
viduals, they  should  in  strictness  be  payable  in  gold  or  silver 
only  when  the  notes  of  the  individual  are  so  payable.  The  bank 
would  then  either  receive  its  own  notes  back,  or  something  that 
woidd  pay  them  when  presented. 

If  we  suppose  the  Bank  of  England  to  have  received  from  its 
customers  individual  notes  and  acceptances  to  the  amount  of 
Xo,000,000,  at  the  rate  of  six  per  cent,  discount,  and  having  an 
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average  of  two  montlia  to  nm,  it  would  then  liave  imued  Its  own 
noCee  to  the  amount  of  iS4,950y000,  The  bank  would  thus  have 
fnnushed  to  the  many  debtors  whose  paper  it  held  for  £5,(M)0,000, 
a  perfectly  good  paper  oorrenej,  in  which  payment  of  this  sum 
could  be  made.  And  these  debtors  would  only  have  to  pnrohase 
from  the  public  this  je4,950,000  of  banknotes,  and  carry  with 
them  jS50,000  in  money,  to  pay  off  the  whole  indebtedness  of 
j65,000,000,  and  be  freed  from  their  liabilities.  Surely,  bank- 
notes might  be  employed  in  this  way,  without  calling  them 
money ;  and  every  needful  security  might  be  required  of  a  bank 
against  the  abuse  of  this  power  of  issuing  bank-uotes,  without 
attempting  to  make  them  money. 

In  the  case  supposed  above,  the  bank,  if  its  issues  were  pay- 
able on  demand,  would  be  under  an  obligation  to  pay  X4, 950,000 
in  coin,  on  presentation  of  its  notes.  But  the  holders  of  these  ' 
notes  had  not  given  coin  for  tliciii,  and  tlie  notes  for  which  they 
Here  given  would  not  be  duo  for  an  average  of  two  months.  The 
debtors  of  the  bank  needed  but  one  per  cent,  of  the  amount  in 
money,  and  the  public  needed  only  that  the  bank-notes  would 
pay  all  their  debts,  and  make  all  their  purchases.  There  is  no 
conceivable  use  of  making  bank-notes  payable  on  demand,  but 
as  a  check  on  over-issues  and  abuses.  The  experience  of  a  cen- 
tniy  and  a  half  in  Europe  proves  that  it  is  no  ade<piate  check. 
Other  checks  and  securities,  far  more  safe  and  reliable,  have 
been  applied,  and  not  nearly  so  burdensome,  to  banks.  The 
Bank  of  England,  in  the  irst  instance,  really  offered  the  security 
of  the  public  debt;  and  during  its  whole  history  it  could  always 
have  given,  and  could  now  give,  that  security  for  its  whole  dr» 
oulation,  if  it  were  only  compelled  to  pay  its  notes  in  specie, 
jpari  pasiUj  with  the  payment  of  the  Individual  paper  h^d  by 
the  bank.  Every  really  useful  function  of  a  bank-note  can  be 
as  fully  performed  by  one  payable  in  specie  at  two,  three  or  four 
months,  as  if  payable  on  d^and.  It  is  cwtainly,  upon  occasion, 
a  convenience  to  bo  able  to  ask  for  and  receive  specie  on  demand ; 
but  it  is  a  coiLvenience  the  public  can  have  no  right  to  expect, 
as  it  involves  an  impossibility.  It  would  bo  a  great  convenience 
for  merchautfi,  if  they  could  open  thpir  port-folios  at  any  time, 
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take  out  notes  and  acceptances,  and  make  demand  for  the 
Mnonnt  in  specie;  but  it  is  an  advanta^  impossible  to  be 
aeoorded.  It  is  an  advantage,  in  the  case  of  the  bank,  only 
maintained  for  the  public  at  a  cost  ten  timee  greater  than  it  is 
north.  This  advantage,  which  the  ^ank  of  England  only  offered, 
in  the  first  instance,  to  attract  business,  and  to  give  currency  to 
their  notes,  has  been  paid  for  since,  by  the  people  of  England, 
in  a  series  of  pressures,  revulsions  and  currency  fluotuationa, 
which  have  inflicted  iigurtes  and  lessee  upon  the  government 
and  people  of  Grreat  Britain,  in  comparison  with  which  the  pre- 
sent national  debt  maj  be  insignificant.  It  may  be  said,  how- 
ever, that  this  system  has  advantages  which  go  far  to  counter- 
balance these  evils.  But  what  should  be  thought  of  a  system 
of  currency  which  fluctuates  between  such  a  height  of  advantage 
*   on  the  one  hand,  and  such  a  depth  of  evil  on  the  other? 

The  suggestion  was  discussed  very  early  in  the  history  of  the 
Eank  of  England,  that  there  was  a  certain  proportion  which 
ought  to  be  preserved  between  the  liabilities  on  demand  and  the 
amount  of  coin  which  ought  to  be  kept  to  meet  them ;  and  one- 
third  was  oficn  named  as  a  safe  proportion.  Tiiis  has  often 
been  repeated  and  relied  upon,  down  to  the  present  time.  As  a 
principle,  it  never  deserved  a  moment's  consideration :  it  could 
never  bo  anything  but  a  conjecture,  and  all  the  history  of  bank- 
ing proves  it  to  be  utterly  fallacious  in  the  hour  of  trial.  The 
same  principle  should  be  applied  to  the  engagements  of  banks 
which  is  applied  to  the  engagements  of  merchants what  they 
engage  to  do,  they  should  bo  held  strictly  to  perform.  If  they 
Tindertake  to  pay  all  their  notes  on  demand  in  specie,  there 
should  be  no  guessing  and  no  conjecture  in  the  matter,  but  full 
and  complete  preparation  to  meet  the  engagement.  Dollar  for 
dollar  should  be  the  rule,  or  means  to  obtain  the  dollars  before 
thej  could  be  demanded. 

The  error  committed  by  the  Bank  of  England  was  not-  in 
agreeing  to  pay  their  notes  in  specie^  but  in  issuing  notes  pay* 
able  on  demand ;  in  discounting  paper  having  two,  three,  four 
or  more  months  to  run,  and  giving  their  own  notes  payable  in- 
Btanter.  No  financial  oontrivinoe  can  make  this  possible,  and 
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no  ingenuity  ever  gave  a  sound  reasson  for  it.  We  may  Imagifie 
that  all  the  commercial  paper  of  Great  Britain  was  discuunteil 
at  the  Bank  of  England,  and  the  proceeds  issued  in  the  shape 
of  bank-notes ;  we  may  imagine  that  these  are  received  by  tbo 
public  as  a  convenience  of  the  highest  order,  being  the  change 
given  by  the  bank  for  the  very  inconvenient  paper  issued  by  in- 
dividuals ;  but  we  cannot  imagine  that  the  bank  could  pay  OH 
demand,  in  gold  or  silver  coin,  a  sum  equal  to  the  whole  amount 
of  the  commercial  paper  issued  by  individnals.  It  would  require 
ten  times  as  much  coin  to  snpptnrt  those  bank-notes  as  it  would 
to  pay  off  the  commercial  paper  in  exchange  for  which  they 
were  issued.  For  a  miltion  in  coin  would,  in  the  course  of  three 
months,  pay  off  ten  millions  as  it  matured  from  day  to  day ;  but 
•  it  would  require  ten  millions  in  com  to  discharge  ten  millions  in 
bank-notes  payable  on  demand. 

We  are  far  from  contending  that  the  Bank  of  England  should 
have  Issued  notes  not  payable  at  all  in  gold  or  sHver.  The  bank 
should  have  promised  only  what  it  could  with  certainty  perform; 
that  is,  to  pay  the  bank-notes  at  the  maturity  of  the  notes  for 
which  they  were  given.  There  may  have  been  then,  and  may  - 
be  yet,  serious  objections  in  practice  to  any  mode  of  issuing  bank 
paper  in  the  rather  unusual  form  of  post-notes,  maturing  on  an 
average  of  about  tlirec  months.  That,  ho\Yever,  is  the  true 
theory  of  bank-notes  issued  in  exchange  for  the  commercial 
paper  of  individuals  ;  if  a  proper  effort  had  been  made,  practice 
might  long  since  have  formed  a  sound  and  available  system  on 
this  safe  basis. 

It  would  be  very  safe  to  aver  that,  upon  the  system  of  post- 
notes  issued  to  meet  the  maturing  of  the  notes  discounted  by  the 
bank,  the  Bank  of  England  would  nt^ver  have  suspended  pay- 
ments of  specie ;  and,  what  is  of  far  greater  consequence,  the 
1>ank  would  not  have  been  obliged  to  regulate  its  issues  accord- 
ing to  the  fluctuating  movements  of  specie;  movements  which 
might  have  their  origin  in  India,  or  China,  or  America,  and  by 
which  the  whole  interior  or  domestic  business  of  the  country 
would  be  ruinously  affected,  though  without  any  necessaiy  or 
legitimate  connection.  . 
24 
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It  should  be  borne  in  mind,  that  the  great  business  of  domestic 
and  foreign  trade  is  not  governed,  though  it  may  be  affected, 
bj  the  fluctuations  in  the  supply  of  the  precious  metals.  The 
wants  of  men  at  homo  and  abroad  must  be  supplied,  \Yhether  the 
precious  metals  arc  plentiful  or  scarce.  We  hnve  shown  that  the 
domestic,  as  well  as  the  foreign,  trade  is  mainly  an  exchange  of 
commocUtics ;  and  that  the  only  use  made  of  gold  and  silver  is  in 
the  payment  of  balances,  and  ia  the  small  dealings  of  the  retaU 
trade.  It  is  a  false  and  unsafe  principle  to  assume  that  promia- 
Borj  notes  of  banks  or  individuals  must  fluctuate  in  snppljas  the 
preoioas  metals  fluctuate  in  quantity.  The  business,  that  Is,  thtt 
exchange  of  its  commodities,  in  no  civilised  country  is  accom- 
plished by  coin  or  bullion,  and  in  the  present  state  of  prodactiTe 
industry  it  cannot  be  so  done.  The  great  transaotions  in  com-  • 
modities  by  which  they  are  distributed  in  every  country,  and 
between  d^erent  countries,  and  thus  forwarded  for  consumption 
to  the  retail  venders,  are  carried  on,  in  the  first  instance,  by 
bills  of  exchange  and  promissory  notes,  the  amounts  of  wbidi 
are  stated  in  money  of  account,  as  were  the  prices  for  which  the 
-  commodities  were  sold.  This  business  proceeds  ordinsrily  with- 
out any  reference  to  the  supply  of  the  precious  metals.  The 
individual  paper  issued  in  these  transaotions  bemg  exchanged 
for  bank-notes,  may  be  thus  paid  without  any  use  of  coins  or 
money,  except  tiie  balaaces^and  the  discount  pidd  the  bank.  The 
bank-notes  should  not,  then,  fluctuate  with  the  supply  of  the 
precious  metals,  but  with  the  business  in  which  they  are  issued.* 
They  are  nothing  more  tfian  a  substitute,  by  the  bank,  of  its 
own  j)roraissory  notes  for  those  of  individuals,  by  which  the  latter 
are  enabled  to  })ay  their  debts  among  themselves.  If  a  man  of 
business,  who  had  issued  his  notes  and  acceptances  for  X10,000, 
found  they  had  been  discounted  in  the  Bank  of  England,  and 
that  £9900  of  the  notes  of  the  bank  had  been  issued  in  exchange, 
he  could  find  no  better  nor  safer  medium  in  which  to  pay  his 
debt  to  the  bank,  than  these  bank-notes,  so  far  as  they  would 
reach.    He  would,  therefore,  give  any  commodities  he  had  pur* 
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chased  by  this  issue  of  his  own  paper  for  £10,000,  to  procure 
the  bank-notes  with  which  to  pay  his  debts  ;  for  the  bank-notes 
are,  for  his  purpose,  of  equal  avail  and  far  greater  couvciiiciice 
than  coin.  If  he  is  a  hohlcr  of  the  notes  of  others  for  j£10,000, 
he  may  have  them  discounted,  and  thus  procure  the  notes  to  ex- 
tinguish his  indebtiedness ;  the  bank  always  keeping  a  sufliciont 
claim  on  its  debtors  to  re<lccm  all  its  notes.  It  is  a  process  by 
which  individuals  change  their  own  notes  into  bank-notes,  and 
with  thcni  pay  their  debts ;  in  other  words,  a  process  by  ^vhich 
men  apply  the  pa^K^r  which  others  owe  to  them  to  pay  the  paper 
upon  which  they  arc  indebted  to  others.  In  any  business  com- 
munity, the  parties  who  issue  their  own  notes  largely  are  the 
same  who  receive  notes  largely  from  others :  thus,  when  this  in* 
dividual  paper  is  converted  into  bank-notes,  it  furnishes  a  oon- 
Tenicnt  medium  for  the  discharge  of  these  mutual  debts ;  everj 
one  being  willing  to  receive,  inpayment  of  debts  dae  to  bioiy 
that  which  others  will  take  in  payment  of  his  debts. 

We  hare  already,  in  the  chapter  on  bank-notes,  remarked  at 
some  length  on  their  peculiar  functions  or  applications;  otir 
object  is  now  only  to  recall  some  of  these,  and  to  show  how  bank- 
notes become  the  safest  medium  for  paying  the  pronussory  notos 
•r  acceptances  of  individuals.  A.  B.  is  the  creditor  of  G.  D.  for 
XIOOO,  and  holds  his  promissory  note,  at  four  months,  for  that 
sum :  A.  B.  carries  it  to  the  Bank  of  £ngland,  and  receives 
there  for  it  j£980  in  bank-notes.  The  bank  becomes  thus  the 
creditor  of  G.  D.  for  iSlOOO,  and  it  becomes  thus  possible  for  C* 
D.  to  pay  his  debt  of  XIOOO  in  hank-notes,  loss  the  discount. 
The  bank  is  equally  willing  and  ready  to  rec^re  its  own  notes 
in  payment,  from  every  one  of  whom  it  is  a  creditor.  It  has 
thus  issued  a  common  currency,  which  all  its  debtors  may  take, 
and  return  in  payment  of  the  debts  they  owe  to  the  bank.  The 
bank-notes  are  good,  not  because  the  bank  has  undertaken  the 
impossible  task  of  paying  them  in  specie  on  demand,  but  because 
there  is  an  effective  demand  for  every  note  issued  by  the  bank, 
to  pay  debts  due  to  the  bank,  and  which  must  be  paid  at  the 
risk  of  ruin. 

The  notes  issued  by  the  bank  in  the  purchase  of  bullion,  and 
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on  the  deposit  of  coin,  rest  immediately  on  that  iNuns  of  VuIUon 

and  coin :  those  issued  in  exchange  for  commercial  paper  rest 
immediately  oil  tliat  basis.  Supposing  the  notes  resting  on  these* 
different  bases  to  have  been  distinguiisliable,  the  former  would 
return  to  tlio  bank  only  when  the  convenience  of  the  public  dic- 
tated, or  when  there  was  a  demand  for  the  bullion  or  coin  for 
which  they  were  given  ;  the  latter  would  return  by  necessity, 
and  upon  a  different  principle. 

When  the  bank  gave  its  notes  in  exchange  for  commercial 
securities,  it  held  the  person  liable,  on  these  securities,  for  an 
amount,  equal  to  the  discount,  greater  than  its  notes  emitted. 
It  looked,  of  course,  narrowly  at  the  ability  of  these  parties  to 
meet  their  engagements  at  maturity.  By  the  emission  of  its 
bills,  the  bank  furnished  to  the  public  the  rery  medium  of  pay- 
Bient  which  would  p;iy  off  and  &ially  discharge  the  commemal 
paper.  According  to  the  course  of  commerce,  the  party  who 
purchaBes  merchandise  gires  hig  note  or  bill,  payable  at  a  sub* 
leqiient  day,  and  by  consequence  such  purchaser  has  at  his  com- 
mand merchandise  which  he  estimates  at  as  much  and  more  than 
the  atnonnt  of  hb  note  or  bill.  He  has  the  rery  commodities  for 
which  he  gave  the  commercial  security  taken  by  the  bank  in  ex* 
change  for  its  notes ;  these  commodities,  in  his  estimation  as  a 
merchant  or  dealer,  are,  on  being  sold,  sufficient  to  command  a 
valne  in  money  or  bank*notes  equal  to  his  own  liability.  He 
can  redeem  the  notes  of  the  bank  issued  for  hb  paper,  by  sale 
of  the  same  goods  which  originated  his  paper.  The  merchant 
depends  on  sales  of  his  goods  for  means  to  pay  the  debts  he  con- 
tracted in  their  purchase ;  and  the  valne  <^  commercial  securi- 
ties depends*  mainly  on  the  certainty  and  facility  with  which 
merchants  can  convert  their  goods  into  the  means  of  paying 
their  liabilities.  Tlic  bank  furnh-hed  a  facility  for  sucii  payment 
which  did  not  before  exist ;  ainl  ilto  goods  held  by  its  debtors 
would  be  freely  offered  fur  its  iiote^,  they  being  as  availalde  as 
money  to  extingui^h  iiulobtedness.  The  public,  by  this  issue, 
were  furnished  with  a  convenient  currency,  the  real  value  of 
which  would  be  fixed  by  the  demand  of  the  debiors  of  the  bank. 
These  could  neither  doubt  nor  temporise  >  they  must  be  prepared. 
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•B  the  day  of  payment,  with  cither  the  DKHiey  w  bank-notes. 
The  demand  for  bank-notes  would  be  nrigent  and  imperiont:  the 
altematiye  would  he,  the  noteSf  or  monej,  or  bankruptcy.  This 
demand,  as  already  observed,  wonld  more  than  equal  the  amount 
of  the  notes  in  eirenlation,  so  that  every  BoWent  debtor  of  the 
bank  wonld  be  an  agent  to  pwe  value  to  its  notes,  to  withdraw 
them  from  cirenlation  by  offering  for  them  as  mueh  as  he  would 
for  a  eorresponding  amount  of  gold  or  silver.  There  could  .be 
no  depreeiation  of  the  bank  issues  whilst  the  external  demand 
c([ualled  the  amount  issued.  If  the  bank  discounted,  in  a  week, 
a  millkm  sterling  of  commercial  securities,  all  running  off  in  four 
months,  at  the  rate  of  six  per  cent,  per  annum,  and  paid  out 
£990,000  in  its  own  notes,  the  debtors  of  the  million  would, 
within  the  four  months,  be  compelled  to  prepare  for  payment  of 
that  amount  as  it  matured  ;  and  the  holders  of  the  notes  would 
soon  perceive  the  operation  of  the  necessity  to  which  these 
debtors  had  subjected  tlicmsclvcs.  The  bank-notes  wouM.  aecord- 
in^^ly,  be  held  at  the  same  value  as  cu)in,  because  they  would  pay 
the  same  amount  of  debt.  This  result  would  be  more  perfectly 
produced  by  the  working  of  the  bank,  jiftcr  it  had  been  long  in 
operation,  when  the  demand  for  its  notes  would  bo  increased  by 
the  enlarged  amounts  falling  dno,  and  by  its  ^vi<lening  circula- 
tion, which  would  curry  many  notes  beyond  the  reach  of  the 
debtor,  and  thus  force  him  to  pay  in  money  some  portion  of  his 
liabilities. 

A  merchant  may  purchase,  or  not,  as  he  deems  most  for  bis 
interest;  he  may  select  his  own  time  for  dealing;  there  is  no 
actual  necessity  in  this  part  of  bis  business.  But  having  once 
made  his  purchase,  and  given  bis  paper,  a  necessity  from  whicb 
there  can  be  no  escape,  nor  evasion,  is  laid  upon  him  to  meet 
bis  payment.  The  competition,  therefore,  among  the  debtors  of 
the  bank,  to  secure  its  notes  or  money,  would  equal,  if  not  sur- 
pass, any  other  competition  in  trade.  It  was  this  incessant  de- 
mand, pressed,  by  ibe  very  merchants  who  held  goods  selected 
witb  a  view  to  the  wants  of  the  public,  whicb  gave  to  bank-notes 
the  value  and  efficacy  of  money.  Doubtless^  the  promise  of  the 
bank  to  pay  its  notes  on  demand  had  weigbt  witb  some ;  very 
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few,  however,  received  the  notes'  for  the  puq^ose  of  demanding 
coin,  or  because  coin  could  be  demanded;  thcj  received  ibem 
because  they  could  be  employed  witii  the  same  efl'cct  as  money. 
Tb»y  wore  more  abundaDt^  convenient  and  safe ;  they  answered 
the  same  purpose,  and  were  therefore  preferred.  The  immediate 
questioa  with  them  was,  will  those  notes  be  received  in  payment 
from  nSy  and  not  as  to  the  ability  or  willingness  of  the  bank  to 
redeem  them.  It  was  nothing  to  the  receiver  of  the  notes  what 
might  be  the  actual  ooaditioa  of  the  bank,  so  thai  the  notes 
would  pay  like  money.  Men  received  money  only  to  pay  it 
^way ;  and  when  notes  were  effersd  as  a  sabatitnte,  thoy  were 
receiyed  onl^  when  they  ooold  be  paid  like  money.  Individuals 
oonld  not  investigate  the  sitnation  of  the  bank,  bat  they  could 
easily  ascertain  whether  bank-notes  would  buy  goods^  or  pay 
debts. 

If  the  commercial  paper  discovnted  by  the  bank  was  ]>  ay  able 
in  a  short  time,  the  demand  for  the  notes  would  be  proportion- 
ably  active,  as  the  debtors  must  be  prepared  at  ihe  day  with 
notes  or  money.   If  it  happened  that  a  portion  of  the  debtots 

failed  to  make  good  their  engagements,  and  take  up  their  paper, 
then  a  corresponding  demand  for  the  bank-notes  ceased,  and  a 
surplus  roniained  iu  tlio  haiuU  of  the  public,  which  must  soon  or 
late  be  presented  for  payment  to  the  bauk^  upon  which  the  loss 
in  such  cases  fell. 

It  is  upon  the  operation  of  this  active  exterior  demand  for  its 
notes,  that  the  Bank  of  England  has  been  »  »  eminently  success- 
ful during  its  whole  existence  of  one  hundred  and  fifty  ycars^ 
through  many  severe  trials,  and  on«  long  period  in  which  it  did 
not  pay  its  notes  on  demand  in  specie.  If  the  p  acuey  of  this 
demand,  in  sustaining  a  circulation  of  bank-notes,  were  not  seen 
at  a  glance,  it  is  abundantly  proved  by  the  fact  that  the  Bank 
of  England,  during  this  suspension  of  twenty-fire  years,  main- 
tained a  vast  circulation  not  redeemable  in  specie.  Its  notes 
were,  during  thii  time,  the  chief  medium  of  payment.  It  is  well- 
known  that  every  attempt  to  obtain  such  a  circulation  has  failed, 
unless  founded  upon  »  specie  basis,  or  upon  an  exterior  demand 
equal  to  the  amount  of  the  circulation.  Iho  most  arbitrary  an4 
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despotic  government  has  never  succeeded  in  forcing  s  oiroula- 
tion,  and  in  keeping  it  at  par,  in  violAtioa  o£  Umm  prineiplM. 
But  wo  shall  revert  to  this  subject  again. 

We  have  thought  pr<^r  to  insist  upon  the  eflleacy  of  tlic  de- 
mand for  bank-notes  created  hj  indebtedness  to  the  bank,  in 
supporting  a  eircnlation,  beoanse  many  in  England  supposed 
that  a  large  portion  of  tbo  notes  <^  the  Bank  of  England  had  no 
other  basis  tbaa  a  jmmiu  to  rodeem  th«B  en  demand.  The 
fact  that  the  hank  had  promised  to  pay  its  notes  on  demand— 
a  promise  held  out  because  it  ma  not  ezpeoted  that  performance 
ironld  he  exacted — seemed  to  lead  a  portion  of  tho  public  into 
the  belief  tiiat  in  it  eonmsted  the  whole  secnritj  and  valae  of  the 
notes.  This  idea  onoe  entertained»  continual  apprehensions  were 
felt  by  the  timid  and  distrustful,  even  whilst  the  notes  were  daily 
fulfilling  every  function  which  could  be  required  of  them.  The 
bank  merely  designed  to  offer  a  curren<^  which  would  be  adequate 
to  all  the  ordinary  payments,  and  which  would  command  money 
whenerer,  from  special  eircomstaaoes,  it  might  be  needed.  This 
it  performed  for  more  than  a  centniyy  but  unhappily  not  without 
crc  itiug  the  impression  that  its  notes  were  all  based,  like  the 
credits  of  Amsterdam,  on  an  equivalent  in  specie.    And  as  the 
holders  of  the  English  notes  knew  that  such  equivalent  never 
existed  in  the  bank,  tlicy  supposed  thcmaelvcs  called  upon  to 
believe  that  the  bank,  upou  emergency,  could  procure  the  coin 
to  redeem  its  issues.    The  bank  could,  it  is  true,  at  all  periods 
of  its  liistory,  have  furnished  to  the  holders  of  its  notes  as  much 
coin  as  was  really  needed  for  the  purposes  of  domestic  or  foreign 
trade.  In  one  condition  of  commerce,  the  precious  metals  would 
flow  into  the  bank  ;  in  another,  they  would  flow  out.    In  all 
which,  the  bank  was  able  and  bound  to  accommodate  its  cus- 
tomers.   The  goodness  of  its  notes  issued  for  commercial  paper 
would  not  depend  upon  these  ebbs  and  flows  of  specie,  but  on  tho 
solvency  of  the  debtors  of  the  bank ;  and  this  solvency  would 
not  depend  on  the  amount  of  specie  in  the  country,  or  in  the 
bank,  but  on  the  means  which  the  debtors  held  to  command,  the 
bank-notes. 

* 

There  was  a  great  difference  between  furaishing  to  commerce 
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aU  the  ooin  reaUj  required  for  the  payment  of  balances,  and 
converting  at  once  all  the  isBues  of  the  bank  into  gold  or  silver. 
So  far  as  eommeroe  is  conoemed,  the  latter  was  imposBlble,  and 
■wholly  unnecessary.  Commerce  could  provide  for  its  own  neces- 
sities, and  iroold  have  placed  the  bank  in  the  proper  condition 
for  thie  purpose ;  but  a  panic  got  up  under  the  idea  that  bank- 
notes, to  be  good,  most  neoessarilj  be  payable  on  demand,  it  coold 
ndtber  resist  nor  allaj.  There  has  nefer  been  a  time,  in  Ae 
history  of  the  Bank  of  England,  when,  if  a  snffioient  amount  of 
its  notes  had  been  presented  to  absorb  all  its  speoie,  the  balance 
in  eirculation  would  not  have  been  perfectly  safe  and  good.  The 
question  of  dcprcoiation  is  not  touched  here ;  its  important  beair- 
ing  on  this  snl^ect  will  require  more  than  a  passing  consideration. 

Whatever  reasons  of  expediency  or  sound  policy  there  may 
hare  been  for  requiring  a  bank  to  pay  its  notes  in  specie,  it  is 
no  more  right  to  say  that  the  issues  of  the  Bank  of  England 
were  based  upon  coin,  or  a  promise  to  pay  in  coin,  than  it  was 
to  say  that  the  commercial  securities  discounted  by  tliat  bank 
were  fouuJed  upon  their  promi."?e  to  pay  coin.  The  real  basis 
of  the  commercial  paper  was  the  commodities  for  ■which  that 
paper  was  given ;  and  that  basis  was  not  changed  or  disturbed 
by  the  fact  that  the  evidoucos  of  debt  to  which  it  had  given  rise 
were  paid,  settled,  arranged  or  extinguished  in  any  other  way 
than  by  payment  in  coin.  A  very  small  part  of  these  evidences 
would  have  been  paid  in  coin,  if  they  had  not  gone  into  the 
bank ;  tliey  must  and  would  have  been  adjusted  in  some  other 
way.  The  same  goods  which  formed  the  basis  of  tlie  commercial 
paper,  became  the  basis  of  the  bank-notes  into  which  that  paper 
was  converted ;  and  there  was  no  commercial  necessity  that  the 
bank-notes  should  be  paid  in  coin,  any  more  than  the  commercial 
securities.  There  was  an  advantage  in  being  able  to  procure 
ooin  when  specially  needed;  but  a  great  mischief,  in  supposing 
that  bank-notes  could  not  be  as  good  as  gold,  without  being 
convertible  instantly  into  gold ;  that  beef  and  mutton  purchased 
with  bank-notes  were  not  as  good  as  if  purohased  with  stiver ; 
and  that  debts  paid  with  bank-notes  were  not  as  fiilly  extin- 
guished as  if  di^ehaiged  in  gold  or  silver. 
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We  hare  uid  more  than  belongs  to  diis  piece,  of  the  aetore 
of  the  eirealetion  ioened  by  the  Bank  of  England;  the  diief  de- 
sign now  bdng  to  point  ont  the  mode  and  facilitieB  of  payment 
alibrded  by  soeh  a  eircnbtion,  compared  nith  those  before  en* 
joyed.  It  cannot»  however,  be  necessary  to  speak  of  the  snpe- 
rior  eooyenienoes  and  advantugcs  of  bank-notes  as  a  mediom  of 
payment.  The  stmrdiest  objector  to  banks  does  not  deny  what 
is  80  manifest:  his  objection  goes  to  the  risk  of  loss,  the  danger 
of  fraud,  and  the  abases  of  credit.  In  all  oases,  where  banks 
of  drculstion  have  been  established  and  conducted  with  eren  a 
moderate  degree  of  prudence  and  skill,  the  notes  have  almost 
invariably  Ijccn  preferred  to  gold  and  silver.  There  is,  in  fact, 
no  coinparisoii  between  bank-notes  kept  at  their  proper  value 
and  coin  as  a  medium  of  payment,  in  regard  to  convenience, 
safety  and  efliciency.  We  cannot  now  conceive  of  any  medium 
of  payment  intended  for  general  circulation,  superior  in  these 
respects  to  bank-notes  fully  enjoying  the  public  confidence. 
Greater  permanence  may  yet  be  given  to  the  paper,  and  addi- 
tional safeguards  providod  by  the  engraver  against  forgery ;  but 
nothing  superior  in  facility  will  evei;  probably  come  to  the  aid 
of  commerce. 

Those,  however,  who  have  adequate  ideas  of  the  power  of 
credit,  know  that  bankrnotes  cannot  exhibit  the  highest  stage 
of  its  utility.  Ever  sinco  the  establishment  of  the  Bank  of 
England,  there  has  been  an  increasing  tendency  in  the  pa3rmcnt8 
of  commerce  to  ooneentrate  in  London.  Although  the  bank  had 
furnished  a  medium  at  par  with  gold  in  London,  and  at  par,  if 
not  worth  more,  through  all  the  Island,  yet  the  praotioe  com- 
menced, and  has  continued  until  this  day,  of  giving  notes  and 
bills  payable  in  that  dty ;  and  of  come  merchants  and  dealers 
received  and  paid  there  a  large  proportion  of  their  credits  and 
debts.  Those  who  had  money  on  hand  foond  it  as  available  in 
London,  and  more  safe  than  at  home ;  Aose  who  had  to  pay 
money  could,  with  credit,  more  readily  obtain  it  there  than  at 
home.  But  that  great  city  became  not  only  banker  for  the 
whole  Island,  and  for  the  whole  British  dominions,  but  for  all 
nations  having  commerce  there.   An  immense  and«hltherto  un« 
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paralleled  oonoentration  of  pajments  took  place  in  London. 
This  was  ia  compliance  with  a  law  of  trado  which  continoally 
presBes  upon  merchants  the  neceaaitjrof  increasing  the  efficiency, 
and  economizing  the  means  of  payment.  Great  Britain  has  long 
been  the  country  which  has  displayed  the  prosdeet  triumphs  of 
commercial  integrity.  All  the  world^hae  been  willing  to  oonfido 
money  to  the  London  bankers.  It  was  too  obrioas  to  eoeape  tli# 
attention  of  British  traders  out  of  that  dty,  that  the  more  the 
bank-notes  and  bank  credits  were  concentrated,  the  more  rapidly 
they  could  be  dreolated.  *  A  million  in  the  city  eoald  peiliDrai 
as  many  payments  in  a  day,  as  five  miUiosis  soattered  over  the 
oonntry.  Tha  system  in  the  dty  tended,  as  we  have  seen,  to 
resolve  itself  into  the  operation  of  paying  by  checks,  wlooh  wai 
safer  and  more  rapid  than  with  notes.  There  can  be  no  qnee- 
tbn  among  those  who  have  examined  the  subject,  that  the  saving 
in  the  use  of  bank-notes,  in  time  and  in  trouble,  in  making  the  pay- 
ments of  London  has  been  a  vast  assistance  to  British  commerce. 
The  accuiiiiilatioii  of  mone}'  there  has  greatly  strengthened  the 
bank,  and  has  enabled  it  more  freely  to  advance  to  the  govern- 
ment, and  to  merchants,  tban  it  could  otherwise  have  done.  In 
regard  to  tlie  payment  of  specie,  the  bank  was  more  in  the  power 
of  the  private  bankers  and  merchants  in  the  metropolis ;  but 
they  were  b'ss  dangerous  than  the  same  classes  in  the  country. 
The  bank  liad  more  command  of  its  circulation  than  if  it  had 
been  diffused  among  the  wliole  ])(>pulation ;  and  could,  with 
greater  facility,  increase  or  diminish  it  as  the  demands  of  com- 
merce might  require.  This  system  was  directly  opposed  to  its 
interests,  so  far  as  it  regarded  a  very  great  and  wide  circulation 
of  its  notes  ;  but,  in  many  other  respects,  it  promoted  the  best 
interests  of  the  bank,  of  the  public  treasury,  and  the  kingdom 
at  large.  It  was  found  that,  in  one  period  of  the  year,  the  agri« 
cultural  counties  had  a  surplus  in.  the  hands  of  their  bankers, 
which  could  bo  lent  to  the  mannfaetorers,  whose  surplus,  in  the 
.  time  of  their  harvest,  could  be  lent  to  the  aid  of  the  farming  in- 
terest ;  and  during  all  the  year,  these  funds  were  at  the  oom* 
maud  of  commerce,  when  otherwise  unemployed. 
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2  3.  The  Bank  of  England's  credils  in  account  —  Dcposil  of  hank-nafcs  — 
Funds  in  inink —  Cynvcrsion  of  individual  paper  into  bank-iU'U's —  Tht 
Bank  grants  a  edits  for  private  pajter,  and  receives  the  credits  in  all  pay- 
mente—  The  ereditt  wrongbj  blended  vfiik  deponU^  Open  credits  payable 
on  demand  in  epeite^  hoxardcM —  ObjeeHom — Aym^  credHe  cn  demand 
aiUiiUkm  Hme  em  hUle  ofeatkange  and  prom  iaaory  note* — ]Hin^t3i^  creiU 
9nd  money  —  Comequenees  —  lifal  nature  ^  ike  eredUs  in  account  —  Ej> 
paud  icilh  trade,  diminish  viih  it — Xuf  woney — Payment  by  bank  erediU 
not  dependent  on  money  —  Not  a  question  of  converlibility. 

We  h«Te  06011  bow  a  bank,  with  all  its  eapHal  lent  to  tbe 
government,  coaM  ^  bosinees  upon  its  deposits,  and  hy  the 

issae  of  bank-notes ;  it  remains  to  eonsidcr  bow  much  larger  a 

business  than  in  either  of  these  waya  could  l>e  done  with  its 
credits.  The  business  of  granting  credits  to  its  customers,  in 
the  manner  we  are  about  to  specify,  did  not  probably  occur  to 
the  Governor  and  Company  of  the  Bank  of  England  until  after 
the  bank  had  commenced  business.  It  was  rather  a  result  of  the 
tvro  branches  of  business  we  have  Bpoeifiod,  than  a  forethouglit. 
There  is  no  doubt  ihey  intended  to  employ  their  crcilit  in  every 
proper  and  available  "way,  but  they  did  not  foresee  tJie  vast  busi- 
ness which  would  be  opened  on  their  books  for  their  own  profit, 
and  the  adrantage  of  the  public,  by  the  mere  use  of  oasDixs  ifif 

ACCOUNT. 

The  progress  of  their  business  soon  revealed  to  the  bank,  that 
their  customers  not  only  needed  a  place  of  deposit  and  security 
for  their  eoin  and  bullion,  but  also  for  thoir  bank-notes.  The 
deposits  of  coin,  of  whick  we  bare  treated  above  separately  for 
the  sake  of  distinetness,  were  swelled  by  the  deposit  of  large 
suns  in  bank-notes.  It  was  soon  peroeiTed  that  a  mnoh  larger 
amount  of  payment  was  effeeted  hy  this  morement  of  the  depo< 
sits,  than  by  the  oirculatton  of  bol^  bank-notes  and  coin.  The 
shief  demand  for  means  to  pay  debts  was  not  for  bank-notes,  or 
for  eoins,  bnt  for  fonds  in  bank ;  and  this  demand  was  early 
responded  to,  on  the  part  of  the  bank,  by  diseonnting  business* ' 
paper,  and  giving  the  eastomer  for  whom  the  disoountwas  made» 
not  bank-notes  or  coin,  but  simply  a  credit  in  his  aocoont,  whiob 
to  that  amount  swelled  his  deposit.  This  credit  rested  on  the 
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same  basis  precisely  as  that  upon  which  the  bank-notes  wers 
issaed,  namely,  individual  business-paper.  By  this  device  the 
depoBtts  of  the  bank  were  increased  to  a  snm  far  beyond  tha 
aggregate  of  hank-notes  and  coin  on  deposit.  The  bank  became, 
to  some  extent,  a  book-keeper  for  its  cnstomers ;  it  gave  them  m 
eredit  for  their  olatms  upon  others,  and  charged  them  witii  the 
claims  of  others  upon  them.  This  was  the  case  so  far,  al  least, 
as  the  respective  claims  were  disconnted;  and  the  hank  charged 
the  same  commission,  er  discount,  for  this  credit  in  account  as 
it  did  when  it  adt-aoced  or  lent  coins,  or  issued  hank-notes.  Tbm 
became  soon  the  most  important  department  of  the  husinese  of 
the  hank,  as  well  as  the  most  profitable ;  for  the  keeping  these 
accounts  was  not  so  expensive  to  the  hank  as  issuing  its  notes. 

These  credits,  se  soon  as  given  and  entered  in  the  deposit 
account  of  a  customer,  were  worked  in  the  same  way,  and  to  the 
same  effect,  as  deposits  of  coin  and  bank-notes.  No  distinction 
was  iiiado  in  the  management,  use  or  efficacy  of  a  deposit,  whe- 
ther it  originated  in  one  of  these  ways  or  another.  The  bank, 
for  every  amount  of  credit  thus  granted,  hchl  the  corro.^poiuling 
amount  of  discounted  paper.  The  return  of  the  corrc.>pijnding 
amount  of  credit  was  all  the  payment  the  bank  asked  for  the 
busincss-papcr  it  heM.  The  credits  were,  therefore,  as  efficacious 
to  discharge  a  debt  in  bank  as  coins  or  bank-notes.  The  bank 
held  the  individual  notes  against  the  credits  it  granted;  it  sur- 
rendered them  on  the  return  of  the  same  amount  of  credits,  or 
the  amount  granted  for  each  note  or  bill,  with  the  amonnt  of  the 
discount  in  money.  The  bank  liquetied  for  its  customers  the  iii- 
eonvenient  and  unemployed  individual  paper  in  their  port-foliosy 
and  made  it  available  by  transfer,  in  any  desit  amount^  for 
the  payment^of  debts.  A  man  with  £10,000  of  private  paper,* 
in  twenty  notes  of  various  amounts,  could  do  little  or  nothing 
with  them  in  payment  of  his  own  liabilities;  but  with  credits  in 
deposit  to  the  amonnt  of  X9900,  he  could  eibet  sny  payment  or 
purchase  which  he  could  have  done  with  the  money. 

This  would  have  made  a  safe  and  extremely  profitable  bus^ 
ness  to  the  bank ;  but  it  involved  on  onerous  obligation,  and  a 
heavy  risk.   The  credits  were  entered  in  the  deposit  accounts 
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of  the  customers,  wlilcli  deposits  were  made  up  of  bank-notes, 
bullion  and  coin,  and  were,  by  the  practice  of  the  bunk,  payable 
on  demand  in  coins.  Thua  the  bank,  whilst  exchanging  a  credit 
on  its  books  for  business-paper  having  Beveral  months  to  run, 
became  liable  to  pay  these  credits  on  demand  in  coin.  This 
liability  becABM  on«  of  great  hazard  to  the  bank ;  for,  whilrt 
my  run  upon  it  for  payment  of  notes  would  be  gradual,  becauso 
the  notes  were  always  widely  circulated,  tho  demand  for  depo- 
at»  could  be  made  instantly  to  a  very  large  amount.  The  depo- 
sitors in  the  bank,  from  m  early  period  of  its  existence,  have 
always  had  it  in  their  power  to  demand  more  money  from  the 
bftnk  than  it  eonld  pay,  and  of  course  to  foroe  it  into  suspen* 
sion. 

This  was  not  a  neoessaiy  risk.  The  credit  account  should 
hare  been  purely  a  credit  account,  only  payable  by  the  bank  in 
money  when  the  paper  matured  for  which  the  credit  was  granted. 
The  credit  granted  by  the  bank  answered  every  needful  purpose, 
without  being  payable  on  demand.  The  real  legitimate  operation, 
whether  the  bamk  issned  its  notes  or  granted  credits,  was,  that  the 
payment  of  the  discounted  paper  by  the  drawers  or  acceptors 
should  absorb  the  bank-notes  or  credits,  and  return  them,  or 
something  that  would  redeem  them,  to  the  bank.  This  routine 
of  operation  would  end  the  transactions  in  each  case.  The  bank, 
in  receiving  a  promitisorv  note  at  ninety  days,  received  but  a 
security  for  a  credit  granted  by  one  individual  to  another ;  for 
this  it  exchanged  its  own  credit,  which,  to  make  the  transaction 
correspond,  should  also,  so  far  as  it  concerned  payment  in  money, 
or  coins,  have  been  at  ninety  days.  Nothing  more  should  have 
been  attempted,  where  nothing  more  could  be  accomplished, 
than  to  make  business  or  e  ;>mmercial  paper  available  for  the  pur- 
pose of  adjustment,  payment  of  debts,  or  set-off  of  mutual  claims. 
The  bank  could  spread  all  a  man's  credits  on  its  books,  and 
make  them  available  for  the  payment  of  his  debts.  It  could 
render  him  no  greater  service;  it  could  neither  convert  hie 
paper  into  money,  nor  lend  him  the  amount  in  money,  nor  could 
it  safely  agree  to  pay  on  demand  the  credits  granted  on  its 
books.   Th«  promissoty  notes  and  ace^»tance8  issued  in  the 
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course  of  business  or  time  should  not  have  been,  by  any  attempted 
device  of  banking,  changed  into  notes  or  debts  payable  on  de- 
mand;  it  was  too  hazardous  a  measure;  there  was  no  need  for 
it.  It  13  enough  that  a  safe  method  had  been  found  of  cluuizing 
these  time  securities  into  a  shape  in  which  they  could  be  as  fully 
available  for  their  own  payment  and  final  diicharge,  as  either 
gold  or  silver. 

The  transfer  of  credits  permitted  to  the  depositors  on  thor 
written  order  or  check  became,  in  the  hands  of  the  great  mer- 
chants and  dealers  in  commeroiai  sacnrities  in  London,  one  of 
the  most  effective  modes  of  payment  ever  employed.  It  was 
freed  from  the  forms  and  precantions  which  Were  praotised  at 
the  continental  banks;  and  any  conceivable  amonnt  of  pay- 
ments coold  be  made  in  a  morning  by  the  aetire  movement  of  a 
oomparattTely  small  som  on  the  books  of  the  bank.  At  the 
Bank  of  Amsterdam,  he  who  received  a  transfer  in  bank  for  pay- 
ment, could  not  transfer  or  pay  away  the  amount  thus  received 
until  the  next  day —  a  precaution  which  must  have  chocked  the 
circulation  of  the  deposits  to  a  most  injurious  extent ;  but  for 
this  regulation,  it  may  be  presumed  that  a  third  of  the  actual 
deposits  would  have  fully  sufficed  to  make  all  the  payments  of 
Amsterdam.  There  was  nothing  iu  the  constitution  of  the  depo- 
sit banks  which  prevented  them  from  offering  the  same  facilities 
of  transfer  as  the  Bank  of  England ;  but  when  they  were  esta- 
blislied,  the  minds  of  merchants  had  not  conceived  such  a  con- 
vonicnee,  nor  the  efRcacy  of  such  a  rapid  circulation.  The  banks 
once  in  operation  could  nut  easily,  without  creating  apprehen- 
sion, make  any  great  change  in  their  mode  of  condacting  busi* 
ness. 

It  is  difficult  to  imagine  any  scheme  of  adjustiniz;  the  large 
payments  of  commeroo  superior  to  this.  It  embraces  at  once  all 
the  efBcacy  of  set-ofl",  and  all  the  convenience  of  rapid  circula- 
tion; the  advantages  of  botli  those  processes  enter  into  and  form 
the  basis  of  this  successful  modo  of  payment.  It  is  superior  to 
the  mere  operation  of  set-off  between  individuals,  because  this 
sequires  a  meeting  to  adjust  aoeounis;  it  is  superior  to  the  mere 
flixeuktiMi  of  bank-notes,  because  it  is  appiioable  to  any  ttrno^ 
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tionarj  sum  ;  it  saves  the  risk  of  counterfeits,  of  tlicft,  and  of 
fire,  and  all  the  trouble  and  time  of  receiving,  counting  or  lock- 
ing up  notes ;  and,  more  than  all,  it  saves  the  necessity  of  a 
deposit  of  coin.  The  bank  takes  all  the  risk  of  forgery  from  its 
customer,  who  lias  only  to  avoid  takln;:;  checks  from  those  whose 
honesty  he  doubts.  The  merchant's  check-book  lies  open  before 
him,  and  his  deposits  can,  by  his  own  hand  only,  be  obwged 
'  in  an  instant  into  that  which  is  as  available  as  money. 

No  error  in  practice  or  principle  which  can  be  laid  to  the 
charge  of  the  Bank  of  England,  wa8  more  full  of  risk  and  dan- 
ger than  this  undertaking  to  pay  bank  credits  on  demand.  It 
was  an  engagement  useless  as  a  aecority  to  the  public,  because 
it  could  not  be  kept,  if  perforoiance  was  demanded,  and  it  was 
useless,  if  perfonaanoe  could  not  be  exacted.  To  make  this 
more  plain,  let  us  suppose  that  a  manufacturer  or  merchant,  de- 
sirous of  making  his  own  paper  as  availaUe  as  possible  in  the 
furtherance  of  his  business,  had  issued  J61000  in  £20  notes,  pay- 
able in  four  months ;  that  the  drawer  of  these  notes,  finding  his 
credit  not  sufficient  to  give  them  proper  and  useful  currency,  had 
carried  them  to  the  bank,  and  proposed  to  gire  at  the  rate  of  two 
per  cent,  on  the  whole  amount,  if  the  bank  would  endorse  them; 
that,  for  this  commission,  or  interest,  on  the  notos  for  the  time 
they  had  to  run,  the  bank  had  lent  its  credit,  by  endorsing  tlie 
.notes,  making  them  thereby  current  for  all  purposiss  of  payment 
— this  would  hare  been  all  the  aid  or  facility  the  bank  could 
safely  gire,  by  the  mere  use  of  its  credit.  If  the  bank  could  not 
lend  the  party  the  money  on  security  uf  his  £20  notes,  it  could 
only  ofi'er  the  aid  of  its  credit  to  make  the  notes  good  and  avail- 
able until  the  day  of  payment  arrived.  The  bank  could  not  pay 
the  debt  of  its  customer,  if  it  could  not  lend  him  the  money ;  the 
issuer  of  the  notes  endorsed  by  the  bank  would  have  been  obliged 
to  pay  them  at  maturity,  and  upon  faith  of  this  only  could  the 
bank  have  venturiMl  to  endorse  them.  The  bank  could  not  ex- 
tend its  aid  to  the  drawer  of  the  notes  beyond  their  maturity, 
for  that  would  have  been  equivalent  to  paying  them.  The  per- 
sons into  whose  hands  these  endorsed  notes  would  fall,  would 
expect  punctual  payment,  and  the  bank  or  drawer  must  pay; 
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but  as  the  bank  could  only  lend  credit,  it  could  not  pay  all  the 
debts  of  tliose  it  could  aid  with  its  credit.  The  baak  could  not, 
therefore,  extend  the  aid  of  itd  crcdiD  beyond  the  maturity  of 
the  notes  guaranteed,  because  that  would  mvolve  payment  by 
the  bank. 

But  if  tlie  bank  could  not  safely  assume  tlie  debts  of  its  cus- 
tomers, at  the  maturity  of  notes  cn<lorscd  by  them,  it  could  not 
agree  to  ])ay  the.se  endorsed  notes  on  demand  in  money.  Yet 
this  is  the  very  thing  ■which  the  bank  actually  undertook  to  do; 
it  issued  its  own  notes,  payable  on  demand  in  gold  or  silver,  ia 
exchange  for  the  notea  of  merchants  and  manufacturers,  pay- 
able in  three  or  fonr  months:  that  is,  the  hank  discounted  notes 
of  its  customers  to  the  amount  of  millions  sterling,  payable 
on  demand ;  it  virtually  made  a  four  months'  note  payable  in- 
Stantcr ;  it  abolished  time  on  notes  and  bills  of  exchange,  and 
made  them  payable  on  demand,  relying  on  a  generous  public  not 
to  take  advantage  of  the  extraordinary  offer. 

But  the  bank  was  still  more  daring;  it  discoimted  notes 
liiigely,  and  carried  the  amoont  of  the  proceeds  to  the  credit  of 
the  party,  as  so  much  money  depoatod :  that  is,  in  the  same 
column  in  which  the  bank  gave  its  customers  credit  for  gold  and 
silver  deposits,  it  gave  them  credit  for  the  amounts  of  notes  and 
acceptances  having  months  to  run  before  matority,  and  engaged 
to  pay  the  amount  of  these  secorities  on  demand.  It  mingled  »• 
process  of  credit  with  a  process  of  cash,  in  a  mode  as  abenrd  in 
theory  as  it  was  dangcroos  in  practice.  The  men  who  had  given 
their  notes  on  time  had  provided  for  a  regular  progression  of 
payments,  according  to  the  movements  of  business  and  the  de- 
mands of  consumption ;  but  the  Bank  of  England  virtually 
aboli.slicd  tlio  contract  of  deferred  payment  between  the  parties, 
and  became  paymaster  on  demand  of  debts  not  due  for  months, 
and  to  an  immense  amount. 

The  bank  had  no  warrant,  in  principle  or  in  j)ractice,  for  this 
hazardous  engagement.  Its  only  excuse  was  the  same  which 
was  given  fur  the  isaue  of  bank-notes  payable  on  demand,  with- 
out the  money  to  pay,  namely,  that  the  bank  would  not  be  asked 
to  pay  them  all  at  one  time. 
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We  regard  this  ciTor  of  the  Bank  of  England  as  the  parent 
of  the  greater  portion'of  the  mischiefs  and  evils  for  which  banks, 
in  more  modern  times,  are  answerable.  The  banks,  from  that 
day  to  thi^^,  have  continued  to  issue  notes  payable  un  demand, 
and  to  grant  credits  so  payable,  in  exchange  for  securities  pay- 
able in  from  30  to  120  days.  They  do  this,  relying  wholly  on 
the  forbearance  of  the  public,  just  as  the  Bank  of  England  did 
at  first.  Sad  experience  has  shown  that  there  are  times  when 
the  public  is  not  only  not  forbearing,  but  when  men  rush  with 
frantic  haste  to  demand  of  the  bank  payment  of  both  nofeM 
and  deposits.  Keariy  every  bank  in  existence,  condactod  on 
tlus  plan,  has,  at  some  period  of  its  history,  felt  the  power  and 
fftshness  of  the  pubUo  ia  aeasons  of  commercial  panio.  The 
banks  lose  their  power  and  usefulness  at  the  very  moment  when 
the  public  most  needs  their  aswatanoe*  Friends  in  snnshine, 
they  become  enemies  in  the  storm. 

This  mistaken  step  of  the  Bank  of  EngUnd,  perpetaated  by 
our  modem  banks,  and  prodncing  some  of  the  iront  results  of 
modem  banking,  demands  more  foil  explanation  of  its  natore^ 
and  the  causes  of  its  operating  so  injuriously.  It  may  be  less 
difficult  to  comprehend  the  evil,  in  its  origin  in  one  bank,  than 
in  the  midst  of  the  complieations  of  thoosands  of  banksi 

We  haye  already,  in  another  place^  shown  vhst  was  as  true  in 
'  {he  17th  century  as  it  is  now,  that  the  great  operations  of  in- 
dustry and  trade  are  nearly  altogcilior  carried  on  by  individual 
credit.  Merchandise  and  ra\Y  matcriais  were,  at  the  origin  of 
the  Bank  of  England,  as  now,  purchased  and  sold  for  promissory 
notes  and  bills  of  exchange.  There  was  no  time  when  there 
were  not  such  securities  in  the  hands  of  individuals,  to  represent 
the  chief  transactions  which  had  taken  place  in  the  previous  few 
months.  The  average  credit  may  have  been  two,  three  or  four 
months;  but,  whatever  it  was,  tliere  were  bills  of  exchange  and 
promissory  notes  extant,  to  sho-w  that  individuals  had  undertaken 
to  pay  every  specific  sum  in  a  specific  time.  To  some  extent, 
this  individual  paper  was  always  circulated  in  purchases  and  in 
payments ;  but  its  use,  in  that  way,  waa  always  limited  and  in- 
eonyenient.  .Ik  was  npon  this  mass  of  business-paper,  which 
26 
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could  not  have  been,  in  London,  in  1696,  less  than  five  millions 
sterling,  that  the  Bank  of  England  designed  to  operate.  On 
the  continent,  many  devices  were  resorted  to,  as  we  have  seen  in 
the  Fairs  of  Lyons,  and  the  Banks  of  Venice  and  Genoa,  to 
enable  the  parties  to  such  paper,  debtor  and  creditor,  to  adjust 
their  mutual  claims  without  the  necessity  of  payment  in  coin. 
The  parties  holding  this  paper  wore»  for  the  moAt  part,  both 
debtors  and  creditors ;  they  both  reoeived  it  from  others,  and 
gave  it  to  othen.  With  them  the  gml  problem  was,  how  to 
pay  with  the  greatest  economy  and  convenience.  What  each 
needed,  was  some  plan  by  whioh  he  could  use  the  notes  or  bills 
of  exchange  he  held,  to  pay  or  satisfy  those  whioh  others  hM 
against  him.  ^his  facility  had  been  aiiorded  in  England  only 
by  private  bankers ;  baft  when  it  came  to  be  offered  by  the  Bank 
of  Enj^d,  on  a  larger  scale,  and  with  greater  seenrity,  the 
opportunity  was  ghuUy  accepted. 

He  who  had  liabilities  to  the  amount  of  J6^00  to  pay,  in  any 
given  month,  might  have  promissory  notes  and  acceptances  to  a 
nrach  Uurg^r  amount  in  his  hands,  bat  be  who%  unable  to  epply 
them,  before  they  had  matured,  to  the  payment  of  his  own,  which 
wonld  mature  sooner.  The  bank  offered  the  required  facility — 
a  credit  on  its  books  for  the  paper  not  yet  due ;  upon  which 
credit  he  was  permitted  to  draw  for  the  amount  of  each  of  his 
maturing  liabilities  as  they  became  doe,  transferring  so  much  of 
his  credit,  upon  every  occasion,  as  would  be  necessary  to  extin- 
guish a  debt.  As  the  bank  dealt  with  one,  so  it  cicali  with  all. 
It  liquefied,  as  it  were,  upon  its  books,  these  promissory  notes 
and  acceptances  to  the  amount  of  millions  sterling.  In  the 
hands  of  the  holders  they  were  securities,  evidences  of  debt  and 
credit  incapable  of  subdivision,  and  available,  to  a  very  small 
extent,  as  a  currency  or  in  payment ;  but,  spread  as  credits  on 
the  books  of  the  bank,  they  became  one  of  the  most  efficient 
means  of  payment  or  adjustment  ever  employed.  The  whole  of 
this  individual  paper  became,  on  the  books  of  the  bank,  a  fund 
which  could  be  drawn  upon  and  used  in  payments  to  its  whole 
amount.  Every  man  concerned  in  it  would  be  enabled  thus 
to  npp^  his  oredits  to  the  psyment  of  his  debts,  llo  better 
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payment  could  be  made,  and  in  the  case,  none  more  economical. 
It  could  bo  more  economical  and  easy  only  where  men  set-off,  in 
cainparing  thf>ir  mutual  accounts,  their  charges  one  against 
another.  The  bank  provided,  in  fact,  a  system  by  which  it  kept 
books  of  account  for  parties  holding  claims  upon  each  other. 
If  the  bank  gave,  on  these  books,  a  credit  of  a  million  sterling, 
receiving  therefor  the  paper  of  parties  indebted  to  that  amonnt, 
the  bank  required  no  better  payment  tbaa  the  reSoni  of  an 
equivalent  amount  of  eredit  for  each  note  or  acceptance  retired. 

This  whole  matter  would  bftve  been,  on  the  books  of  the 
banks,  the  working  of  a  proeees  of  acyiistiiient.  It  no  more 
required  the  pieeenee  of  gold  or  lUver,  than  it  ie  required  by 
those  who  balance  their  beek  aeeoants.  !l!be  money  would  be 
required  only  n here  the  process  of  seisff  or  adjustment  failed. 
If  any  iadindaol  eould  not  return  the  equivalent  of  kia  debt  tn 
credits  granted  by  tiM  bank,  be  nuuld  have  to  pay  the  msttey : 
that  is,  the  debtors  upon  the  paper  held  by  the  bank  would  haYO 
to  redeem  the  credits  granted  by  the  bank  in  the  purehaae  of  the 
paper,  or  else  pay  the  money  with  which  the  bank  could  redeem 
them.  This  process  of  adjustment  is  one  which  could  proceed 
as  steadily  on  the  books  of  the  bank  us  the  progress  of  industry 
and  trade.  Within  a  certain  range  it  would  require  no  money ; 
that  range  would  depend  on  the  mutuality  of  business.  So  far 
as  a  customer  of  the  bank  had  claims  upon  others  which  he  could 
apply  to  the  claims  upon  himself,  lie  would  require  no  money. 
As  ■vvith  one,  so  with  ail  ;  so  far  as  the  customers  of  the  bank 
had  claims  upon  each  other,  no  money  would  be  required  for 
their  adjustment.  So,  a.s  between  nations;  no  moiiey  is  required 
for  payments,  except  to  pay  balances.  Doubtless,  the  fluctua- 
tions of  trade  would  have  their  effect  upon  this  process  of  adjust- 
ment ;  but,  whatever  irregularities  might  arise  from  this  cause, 
tlie  process  would  proceed  so  long  as  business  continued.  This 
process,  in  fact,  could  never  fail  nor  be  diminished  in  its  effi- 
cacy ;  but  would  expand  when  commerce  expanded,  and  contract 
when  commerce  contracted.  It  would  operate,  in  this  respect, 
precisely  as  it  would  between  those  who  had  been  in  the  habit 
of  dealing  largely  with  each  other  i^on  the  faith  of  their  rsspee* 
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tive  books  of  accomit.   If  tlirir  tnasMiiom  grew  larger,  their 

acccounts  "would  only  be  longer ;  and  if  their  mutual  baflineas 

dimiiiislied,  the  accounts  would  be  shorter.  In  either  case,  the 
process  of  adjustment  would  the  same,  and  equally  eftectual, 
whether  the  accounts  wero  long  or  short,  or  tho  amounts  great 
or  small. 

When  the  Bank  of  England  undertook,  as  a  means  of  attract- 
ing business,  to  pay  bunk-notes  and  credits  in  account,  issued 
for  individual  securities  not  due,  on  demand,  it  was  not  foreseen 
■what  a  Pandora's  box  of  evils  was  being  opened,  to  trouble  tho 
OOmmercial  world.  Tho  bank  intended  no  more  than  to  ofler  a 
fftcilitj  and  convenience,  which  it  was  betiered  there  would  be 
no  temptation  to  abuse.  So  far  haye  been  the  anticipations  of 
the  bank  from  being  realized,  that,  from  the  Terj  first  movement 
of  the  bank  in  this  direction,  the  psblic  seized  npon  the  fainlity 
or  eMiTtnience  as  being  the  substance  of  the  transaction,  and 
not,  as  intended  by  the  bank,  as  the  inoident  or  shadow.  The 
pnblie  at  once  looked  npon  bank-notes  and  bonk  eredits,  con- 
Tertible  on  densAd  into  gold  or  silfer,  as  money,  and  not,  as 
dsfiees  of  the  eredit  sfsten,  instnments  of  a^lJiistment.  In  this 
aspeet,  baob-notes  and  bank  credits  were  a  boon,  indeed,  to  men 
of  bosinssB.  It  was  no  less  tikan  an  ezdiange  of  their  paper, 
payable  some  months  after  date,  into  that  whidi  was  payable  on 
demand.  Bank-notes  and  bank  credits  became  cash — looked 
vpon  and  tieated  as  money.  This  was  enturely  changing  thefar 
ehataeter  and  l^ptimate  nse;  they  should  hsTe  been  regarded 
as  mere  instnments  of  adjustment,  having  the  same  effect  as 
books  of  account.  The  Bank  of  England,  and  all  other  banks 
of  circulation,  have  since  been  held,  as  a  matter  of  ju^liec  to  the 
public,  lo  this  convertibility  of  their  credits  and  tiieir  notes;  and 
the  important  distinction  between  payments  by  adjustment,  or 
setting-off  debts  against  debts,  and  payment  in  money,  has  been 
lost  from  the  mind  of  the  public. 

It  did  not  result,  in  the  case  of  the  Bank  of  England,  that 
this  giving  bank-notes  and  bank  credits,  payable  on  demand,  for 
tho  paper  not  due  received  from  its  customers,  virtually  changed 
that  paper  ioto  money.   It  is  true,  the  bank-notes  and  bank 


TWO-FOLB  OHAKACTSE  OT  CRBDIT8.  389 

credits  became  a  currency,  with  a  circulation  and  powers  similar 
to  those  of  money.  Their  ehiof  utility  or  efficacy  was  not  derived 
frrnn  their  heing  payable  on  demand,  but  from  tlieir  use  as  in- 
struments of  adjustment.  They  h;<tl,  thenceforw:ird,  two  charac- 
ters—  the  one  as  a  currency,  or  substitute  for  money;  the  oth«f, 
as  a  means  of  adjustment.  They  were  employed  in  both  charae* 
ters,  but  without  observing  the  distinction.  The  operation  of 
adjuttme&t,  bj  which  nine-tenths  of  the  debts  were  actually  dia- 
oharged,  ma  no  longer  understood ;  and  the  whole  efficacy  of 
the  payments  was  attribntecl  to  the  me  of  bank-notee  and  bank 
eredita,  m  their  character  of  mmej  or  enrrenejr*  Without  here 
estimating  the  inereased  efficacy  thna  giren  to  hank-notes  and 
hank  eredits,  we  insist  that  their  efficiency  was  mainly  as  instru- 
ments of  adjustment.  We  have  already  explained  the  process* 
If  the  bank  had  received  a  million  sterling  of  mdividual  paper, 
maturing  in  an  average  of  three  months,  for  which  it  had  issued 
hank-notes  to  the  amount  of  £985,000,  these  would  be  applica- 
ble at  once  to  the  payment  of  the  individual  paper  as  it  matured, 
not  because  they  were  payable  on  demand,  but  because  they 
constituted  a  claim  upon  the  bank,  which  the  bank  would 
promptly  redeem  by  giving  up  the  paper  of  individuals  as  it  fell 
due.  '  The  bank,  in  this  case,  would  hold  a  claim  upon  certain 
persons  of  the  public  for  ;i  million,  and  certain  persons  of  tiie 
public  would  hold  claims  ujujn  the  bank  to  the  extent  of 
£985,000.  The  bank  would  gladly  receive  this  amount  of  its 
notes,  80  far  as  they  would  reach,  in  the  payment  of  the  million 
of  securities  held  by  it.  Such  a  transaction  between  tlic  bank 
and  its  customers  would  require  no  help  of  coins  or  bullion ; 
they  would  not  be  needed,  and  it  would  not  be  economical  to 
use  them.  AUliouLrh  the  notes  and  credits  were  convertible, 
they  were  never  for  the  purpose  of  sucli  payment  converted. 
The  process  of  adjustment  proceeded  in  the  same  manner,  and 
to  the  same  extent,  as  if  the  bank-notes  and  bank  credits  had 
not  been  convertible. 

We  are  not  discussing  the  question  hero,  whether  SUoh  notes 
as  the  Bank  of  England  issued  should  have  been  payable  on  de^ 
mand  or  not,  nor  the  restraints  and  securities  which  should  have 
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been  placed  upon  such  a  power:  that  is  a  separate  topic.  We 
are  considering  merely  tlie  processes  of  payment  iks  it  may  bo 
effected  by  the  notes  and  upon  the  books  of  a  Imnk.  Wo  wish 
to  show  that  the  process  of  adjustment  by  which  men  are  enabled 
to  apply  what  others  owe  to  them  in  satisfaction  of  what  they 
owe  to  others  —  that  is,  to  set-off  credits  against  debts- — is  in  no 
way  dependent  upon  money.  It  is  a  process  corresponding  pre- 
cisely to  that  of  balancing  accounts,  or  setting-off  mutual  debta 
arisinj?  upon  books  of  accounts.  This  balancing  of  accounts  is 
in  no  degree  dependent  upon  any  use  of  money.  When  parties 
are  willing  so  to  regard  them,  one  debt  is  as  good  as  another ; 
and,  therefore,  it  is  perfectly  proper  for  men  to  pay  debts  with 
debts :  and  this  method  is  equally  effectual  and  final,  nbetlier 
done  by  the  aid  of  a  bank,  or  by  the  aid  of  books  of  aceoant. 

We  are  Tery  far  from  saying  that  bank-notes  or  bank  credifce^ 
payable  on  demand,  should  net  be  paid  on  demand.  Banks,  aa 
well  as  individuals,  should  be  prepared  to  pay  what  they  engage 
to  pay  I  they  should  make  no  promiseo  whieh  they  have  not  good 
reason  to  beHeTO  Ihej  ean  fuMl  nnder  all  oweBOMtaaeeB.  The 
Bank  of  England,  however,  never  was  able,  and  never  ezpeeled 
to  be  able,  to  pay  all  its  notes  and  oreditS)  if  payment  of  the 
whole  were  demanded.  The  belief  waa>  that  it  codd  pay  all  that 
would  be  demanded;  and  one  of  the  reasons  for  promising  to 
pay  on  demand  was,  to  make  the  bank-notes  and  eredits  a  cur- 
rency so  desirable  and  eonvenient,  that  payment  of  them  would 
not  be  demanded*  We  do  not  here^  then,  tonoh  the  question  of 
the  seeorittes  which  the  Bank  of  Btagland,  or  any  other  bank 
which  makes  such  promises,  should  give  for  their  performance. 
We  are  contending  that  the  system  of  adjusting  mutual  debts 
upon  the  books  of  a  bank,  for  which  they  are  admirably  aihipted, 
shoukl  be  allowed  to  operate  by  itself  ujk>ii  the  princii>le6  which 
belong  to  it.  It  needs  no  aid  from  gold  or  silver;  and  there  was 
no  more  need  of  making  the  items  of  debt  and  credit  thus  ad- 
justed payable  in  specie  on  demanil,  than  there  was  of  making 
every  item  of  a  book  account  payable  on  demand,  before  the 
parties  could  be  allowed  to  balance  tlieir  books. 

Let  us  suppose  the  Bank  of  £ngland  to  have  had  dopoaited  in 
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their  office,  for  collection,  a  million  sterling  of  business-paper, 
having  an  average  of  three  months  to  run,  and  that,  upon  appli- 
cation of  the  holders,  the  whole  is  discounted  and  credit  given  to 
them  respectively  for  the  proceeds^  upon  the  books  of  the  bank ; 
and  that  this  credit  is  given  solely  for  the  purpose  of  paying 
debts  to  the  bank.  It  is  obvious  that  every  person  so  credited 
is  at  once  prepared  to  transfer  to  the  bank  bo  much  of  his  credit 
aa  will  satisfy  or  extinguish  his  debts  to  the  bank.  So  far  as 
the  parties  coDceraed  in  this  million  sterling  were  mutually  in- 
debted, they  would  be  prepared  to  meet  their  indebtedness. 
Xhey  would  have  been  thus  furnished  with  the  most  convenient 
$lld  effisotoal  mode  of  payment  which  can  be  conceived.  Every 
nan  thus  credited,  and  tg^inst  whom  thd  bftnk  held  claims^ 
wottki  have  it  in  his  power  to  make  his  paymen^  without  fail  as 
thc(7  matured.  The  effect  of  this  operation  would  have  been  yery 
anoh  the  same  as  if  the  bank  had  simply  charged  each  eostoroer  . 
irith  his  portion  of  the  indebtedness,  sad  credited  htm  with  the 
pftper  disooanted  for  him.  This  would  baYe  been  the  sabstanoe 
of  the  transaction  as  a  whole,  and  it  would  have  effisctoally  dis- 
ehaiged  all  the  mutual  indebtedness  invdved  in  the  mOlion  ster- 
Uog,  whieb  would  bare  been,  acoordiiig  to  die  course  of  bttsiness, 
not  less  than  two-thirds  to  nine-tenths  of  the  whole. 

This  Tory  besntifol,  effeetiYe  and  simple  process  of  extinguish- 
ing debts  was  complicated,  sadly  and  disastrously,  by  the  ill- 
considered  practice  introduced  by  the  Bank  of  England.  It  is 
true  that,  by  means  of  bank-notes  and  bank  credits,  the  process 
of  adjustment  could,  go  on  effectively,  whether  the  notes  or  credits 
were  payable  on  demand  or  not ;  but  the  public  gradually  took 
up  the  opinion,  that  the  availability  of  the  bank-notes  and  bank 
credits  depended  upon  their  convertibility  into  gold  or  silver. 
This  was  overlooking  the  whole  process  of  adjustment,  the  power 
of  which  was  far  greater  than  any  possible  employment  of  gold 
and  silver.  The  distinction  between  the  agency  of  coins  and  the 
process  of  adjustment  being  lost  sight  of,  it  was  assumed  that 
the  precious  metals,  or  money,  was  the  basis  of  tliis  most  cffectivo 
means  of  settling  debts.  The  next  step  was,  that  bank-notes 
and  bank  credits  being,  by  this  assumpUon,  based  on  money,  or 
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tie  predons  metala,  the  Ismo  of  baak-notes  wad  bank  erodito 
should  be  stiiotlj  regnkted  b j  the  MMMnt  ef  oolae  whlflh  oonkl 
be  kept  on  hand  to  redeem  them.  It  was  pretty  generally  In- 
sisted that  the  Bank  of  England  shouhl  keep  on  hand  one-tliird 
enough  of  specie  to  redeem  its  notes  and  credits,  on  tlic  presump- 
tion that  more  would  never  be  demanded.  This  doctrine  was 
maintained  and  pressed  upon  the  bank  for  more  than  a  century. 
Its  iniiuence,  so  far  as  it  prevailed,  on  the  minds  of  the  people 
and  the  government  was,  in  some  respects,  extremely  injurious 
to  individual  and  commercial  interest-^.  It  assumed,  as  the  crite- 
rion of  tho  quantity  of  bank-notes  and  bank  credits  to  be  i-sued, 
the  quantity  of  money  in  a  country,  instead  of  the  amount  of  the 
exchanges  of  commodities.  Manufacturers  and  merchantjs  pur- 
chase and  sell  jjommodities,  and  give  and  take  their  own  notes 
in  settlement  of  the  amount  of  debts ;  and  they  do  this  without 
.  having  one-third,  or  even  one-hundredth,  of  enough  specie  on 
hand  to  make  final  payment,  and,  indeed,  without  thinking  of 
aaj  payment  in  apeeie ;  for  it  ia  the  rwreat  thing  in  the  world 
foi*  any  merchant  or  mannfaotarer  ever  to  exact  pajment  of  a 
debt  in  gold  or  silver.  It  ia  enough  for  these  meo,  that  they  can 
purchase  with  their  own  paper,  and  sell  for  the  paper  of  others, 
whieh  can  be  ^>plied  to  pay  their  own. 

The  business  of  Bnglaad  in  the  17th  oentmyi  as  it  is  now, 
was  carried  on,  in  its  large  operations,  npcQ  tha  eredit  of  indl> 
Tidnals  who  issued  their  own  paper  for  all  pnrchaaoa,  and  reoeived 
it  for  all  sales.  It  is  upon  the  paper  thaa  issoad,  that  the  basl- 
aess  of  banks  of  curaulatkm  is  fonaded.  This  individaal  paper 
is  not  based  upon,  nor  regulated  by,  the  quantity  of  money  in 
circulation,  nor  would  there  be  any  propriety  in  its  being  so 
regulated.  Before  the  Bank  of  Si^luid  was  established,  there 
were  always  modes  of  effecting  payments  of  this  private  paper, 
to  a  large  extent,  without  money.  The  groat  point  aimed  at,  in 
regard  to  payment  of  this  paper,  was  not  to  procure  money  to 
pay  it,  but  to  pay  it  without  resort  to  gold  or  silver.  The  busi- 
ness was  not  to  be  n-L'uIated  by  gold  and  silver,  but  I'V  the  in- 
dustry and  energies  of  the  people,  and  tlicir  fvicilitics  for  trans- 
portation and  consumption.    Tho  whole  exchange  of  commodi- 
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tics,  and  their  entire  cli>ti  ilmtion,  previous  to  the  final  operation 
of  the  retail  trade,  move  ou  iu  the  regular  channels,  whilst  the 
payments  arc  reserved  for  a  special  and  separate  departmeat  of 
business. 

As  the  trade  of  a  country,  foreign  or  donicstic,  is  not  de- 
pendent upon  the  precious  metals,  so  neither  are  the  payments. 
It  is  obvious  to  all  -vvho  know  anvthin«i  of  the  movements  of 
trade,  or  the  processes  of  payment  in  the  largo  way,  that  neither 
the  one  nor  the  other  arc  carried  on  by  means  of  gold  or  silver. 
Prices  are  all  expressed  iu  money  of  account ;  the  sums  named 
in  bills  of  ezcbMi£e»  juromiflforj  notoa,  bank-notes  and  books  of 
aocount,  we  aU  ezpreswd  in  money  of  aoeonnt ;  finallj,  all  debts 
and  credits  are  so  exprested.  What  is  required,  in  the  prooMses 
or  maohinery  of  payment,  is,  that  they  skonld  be  oommeiiSBrato 
in.  power  with  the  work  to  bo -done.  As  so  few  pajroonts  are 
actually  made  in  gold  or  tSlvetf  it  is  evident  that  they  are  nol 
regarded  as  adequate  to  the  task  to  be  aeeomplished.  Their 
agency  ie  now  reetrioted  to  the  retail  trade,  and  to  the  pajmenl 
of  balanoea  in  the  foreign  and  dooeatio  trade.  Their  me  in  the 
Itanks  is  pnrelj  preoantionaij,  and  as  a  seeori^  to  the  puUio 
against  oTer^seue,  and  for  pujnient  of  balanoos  between  banks. 
The  great  payments  of  trade  are  not  effieeted,  direetly  nor  indi- 
rectly, by  means  of  the  predou  metak.  Ont  of  the  retail  trade, 
thoy  are  mere  commodities,  the  supply  and  use  of  which  is  regu- 
lated by  the  demand  for  them,  and  the  means  of  pnrohasing 
them.  ^Hie  machinery  and  proeesses  of  payment  kave  very  UtlJe 
BMeisary  or  aetnal  eonnection  witk  thfl  preciois  metals,  lAetkar 
in  the  shape  of  coins  or  bullion. 
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14.    Tkt  Bank  of  JEngkmd  napmda  p&jfmadt  from  1707  to  1822— 
Order      nupenslon  by  Pricy  Council — OpposUion  to  ih$  metuure  — 

Terms  of  mspeusinn  — Dates  of  extensions  —  Position  and  progress  of  the 
country  during  snxpension  —  Dissafinfiirfiou  —  Txfrd  King  —  Converii- 
hilitij —  Efficanj  of  pni/mentu — Processes  of  payvieni  the  same  during  s-it.<i- 
pension  as  b^ltre  —  The  real  basis  of  bank  issues,  the  commodities  of  trade 
—  7%t  eitdU  tydm —  (kn^romty  at' to  the  depreciation  tf  tenjbttolat 
during  the  mtspemion — BuUion  JSeportqflSlO—BuUiomtU  and  anU' 
JiuUionists —  Opinion  of  Thoke  in  History  of  Prices  —  Table  of  pHce»  of 
gold  and  tilMr,  and  amomd  of  dreulaiiontfrom  1797  to  1821. 

Wc  are  not  assuming  to  give  a  history  of  the  Bank  of  Eng- 
land, nor  even  the  merest  sketch,  but  only  such  features  of  its 
business  as  may  serve  to  exhibit  its  agency  in  the  great  work 
of  commercial  payments.  One  of  the  most  remarkable  events  ia 
the  history  of  tlie  bank  Avas  its  suspension  of  payment  in  1797— 
a  suspension  prolonged  for  upwards  of  twenty-five  years.  This 
Buspension  itself  deserves  a  history,  to  wlkioh  juetice  has  nw9t 
been  done.  It  ir«s,  without  doubt,  nuule  necessary  by  the  im- 
mense advances  made  to  the  govenment  during  the  wars  and 
oontinental  troubles  consequent  upon  the  French  Revolution. 
The  commercial  disturbances  of  the  time  were  soaroely  less  than 
the  politioal,  and  both  operated  severely  upon  the  bank.  The 
advances  to  the  government  were,  however,  qnadniple  the  dis- 
Qovnts  afforded  to  commerce.  .  This  eansed  inability  to  fhrnish 
the  needfnl  fihoilities  to  indostiy  and  oommeree,  and  increased 
the  distrust  which  the  stateMf  affairs  at  home  and  abroad  was 
oaleulated  to  awaken.  Sarly  in  the  year  1797,  which  was  the 
year  after  the  attempted  invasion  of  England,  a  steady  drain 
carried  off  the  specie  from  the  bank  at  such  a  rate,  that  in 
February  the  dkectors  became  thoroughly  alarmed,  and  laid  the 
facts  before  Mr.  Pitt  He  brought  the  subject  at  onoe  before 
the  Privy  Council ;  he  had  suggested  to  tKe  authorities  of  the 
bank,  that  it  might  be  ezpedioit  for  the  government  to  restrain 
the  further  payment  of  specie,  to  examine  carefully  the  condi- 
tion of  the  bank,  and  to  give  its  notes  the  bcnclit  of  a  public 
guarantee.  The  Council  met  on  the  2oth  of  February,  1797, 
and  determined,  in  cuusec^ueuce  of  the    unusual  demanda  for 
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specie  that  haye  been  made  upon  the  metropolis,  proceeding 
from  unfounded  or  exaggerated  alarms,"  .  .  .  "that  it  is  in- 
dispensably necessary  for  the  public  service,  that  the  Directors 
of  the  Bank  of  England  should  forbear  issuing  any  cash  in  pny- 
ment,  until  the  sense  of  Parliament  can  bo  taken  on  that  sub- 
ject." This  mandate  of  the  Privy  Council  was  obeyed,  and  pay- 
ments in  specie  ceased  on  the  27th  of  February,  1797. 

A  large  meeting  of  bankers  and  merdiants  of  London  was 
held  the  same  day,  over  which  the  Mayor  presided,  at  which 
they  reiolTed  UMUimiously  that  they  would  not  refuBe  to  take 
bank-notes  in  payment  of  any  smoB  of  money  to  he  paid  to  them, 
and  that  they  would  use  their  ntmoet  endeavors  to  make  all 
their  payments  in  the  same  manner.  Some  alarm,  hot  no  special 
SKoitement,  ensned  among  peo2>le  thns  snddenly  arrested  in  their 
ran  upon  the  hank.  The  Oppoation  In  Parliament  did  not  per- 
mit so  good  an  opportonity  to  pass,  withoat  employing  this  as  a 
weapon  against  the  govemment.  Fox,  Sheridan  and  Mteney 
made  fiolent  speeches  against  the  hank,  and  the  policy  of  sns- 
peusion*  Mr*  Fox  said,  **  the  measore  had  destroyed  the  credit 
of  the  hank that  it  was  equivalent  to  seizing  the  money  of 
kidividiials."  Mr.  Sheridan  said  he  considered  ita&rceto 
call  that  a  hank,  whose  promise  to  pay  on  demand  was  met  hy 
another  promise  to  pay  at  some  indefinite  period.  It  ws8 
ridiculous  to  think  of  placing  ctmfideneein  paper  upon  any  prin- 
ciple but  that  of  its  being  paid  when  it  became  due."  Pukeuey 
submittcil  to  the  House  of  Commohs  a  bill  for  the  erection  of  a 
new  bank,  in  case  the  Bank  of  England  did  not  pay  specie  on 
the  24th  of  June,  1797,  "  or  within  four  months  from  the  day 
of  suspension."  But  this  outcry  and  opposition  j)roved  i)ower- 
less  against  the  exiii<  ncics  of  the  time;  the  bankers,  merchants 
and  people  supported  the  government.  The  policy  of  non-pay- 
ment, which  at  first  startled  Mr.  Pitt,  was  by  him  afterwards 
declared  to  be,  in  the  peculiar  circumstances  of  necessity  in 
which  the  government  was  then  placed,  like  "finding  a  mountain 
of  gold." 

On  the  M  of  March,  1797,  immediately  following  the  suspen- 
Mm,  the  bank  was  authoriaed  to  issue  £1  and  X2  notes;  and 
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some  Spanish  dollars  wero  isenod  fbr  the  same  purpose  of  fiir* 
nishing  change*  The  bank  had  not  for  twenty  years  issued  notes 
under  £5.  On  the  8d  of  May,  the  Bank  Restriction  Act  passed, 

being  **An  Act  for  continuing  for  a  limited  tirae  the  restriction 
contained  in  the  minute  of  Council,  of  the  2Gth  of  February, 
1707,  of  paj'inent  in  cash  by  the  bank."  It  indemnified  the 
bank  for  the  suspension,  prohibited  the  payment  of  specie,  except 
for  sums  under  20  Bliillings,  hut  allowed  depositors  of  £-500 
in  specie  to  withdraw  three-fourths  of  the  amount.  The  bank 
was  permitted  to  advance  to  the  private  bankers  of  London  any 
sum  in  specie  not  exceeding,  in  the  whole,  XlOO/lOO,  and 
X25,000  oacli  to  two  banks  in  Scothind.  The  bank  was  not  to 
be  sued  for  the  non-payment  of  any  note  for  which  they  were 
willing  to  give  other  notes ;  and  no  peri^oti  could  be  held  to  spe- 
cial bail  for  any  debt,  for  which  he  had  tendered  payment  in 
notes  of  the  iiank  of  Eogland.  This  act  was  to  be  in  force  62 
days,  until  the  24th  of  Jane.  On  the  22d  of  Jane,  an  act  waa 
paased,  continuing  suspension  until  one  month  after  the  com- 
mencemont  of  the  next  session  of  Parliament.  InNovenibor,  1797, 
a  third  act  was  passed,  continuing  the  suspension  until  six  months 
after  the  end  of  &e  war*  In  1802,  after  the  trace  of  Amiens, 
the  restriction  was  again,  hy  act  of  Parliament,  oontinned  until 
March,  1803.  Two  aets  passed  in  1803,  on  the  sul^ect  of  th# 
restriction,  and  the  one  of  December  continued  it  until  sis  weeks 
after  a  definitive  trealy  of  peace.  This  did  not  occur  until  1815^ 
and  then  another  act  until  1816,  when  it  was  contmued  to  1818, 
and  thence  to  July,  1819.  It  was  only  continued  from  this  date 
.  to  February  1st,  1820.  This  last  continuation  was  contained  in 
Peel's  Bill,  providing  for  the  resumption  of  specie  payments  by 
degrees,  beginning  on  the  1st  of  October,  1820,  and  reaching 
full  payment  on  the  1st  of  May,  1823.  These  continuations  by 
law  of  the  restriction  show  that  the  subject  was  before  tho  people 
for  upwards  of  twenty-five  years. 

This  was  an  eventful  period  of  the  history  of  Great  Britain, 
distinguished  alike  for  progrcs^^  in  arts  and  arms,  in  industry 
and  commerce.  The  great  agent  of  British  finance,  during  this 
^ong  struggle,  and  this  wonderful  series  of  successes,  was  the 
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Bunk  of  Engkad.  At  ike  date  of  tlie  saspenBion,  its  fltoek  of 
epeoie  bad  been  xeduced  to  ^1,086^000.  Tbe  eonntry  was  tben 
approhenaiTe  of  an  mTsnoii  bj  the  bitherto  inTuieible  Napoleon, 
and  alarm  vas  preralent.  Tbe  war  liad  already  proved  bnrden- 
aome,  and  beavy  loans  1^  been  negotiated.  The  rereniie  of  tbe 
United  Kingdom  bad  grown  frosa  ^£19,258,000  sterUng,  in  1792, 
to  £28426,000,  in  1797 ;  the  public  debt  of  £261,735,000  bad 
about  doubled  itself  at  the  date  of  suspension.  To  give  some 
idea  of  the  difficulties  enconntored  by  the  nation  daring  the  sus- 
peiision,  we  furnish  tlie  folluwiug  statements  :  — 

The  public  revenue,  "which,  as  just  incntioncd,  was  j£"2o,126,000 
in  1797,  increased  steadily  to  £72,210,000  in  1815,  and  stood 
at  £54,282,000  in  1820. 

The  amount  raised  by  loan  and  taxation,  during  that  time, 
was  never  less  in  any  year  than  £47,302,000 ;  durins^  nine  years 
it  was  over  £70,000,000  ;  and  for  the  vejirs  1813  and  1814,  it 
was,  respectively,  ,£108,olt7,UiJU  and  i:lur>,G'J8,0U0. 

During  the  suspension,  loans  were  lugotiatcd  for  the  govern- 
ment to  the  amount  of  £350,000,0u0.  In  January,  1816,  the 
public  debt  had  reached  the  sum  of  £885,186,000. 

In  this  trying  period,  the  bank  made  advanoee  to  the  govern^ 
ment,  in  anticipation  of  the  public  revenues  every  year,  from 
jeiO,000,000  to  £28,000,000,  besides  being  the  chief  agent  in 
negotiating  and  fuuding  over  j&100,000,000.  The  specie  in  the 
bank  increased,  in  179%  to  nearlj  ^£6,000,000  \  in  1799,  it 
reaebed  J&7,564,000.  It  tben  deoreaaed,  until,  in  tbe  jeara 
1813, 1814  and  1815,  it  bad  fallen  to  reiy  titde  over  ^000,00a 
It  flnotuated  greatly  down  to  tbe  year  of  resumption,  baring 
been  as  high  as  ^10,000,000  in  1818,  and  aa  low  as  ^,186^000 
in  1819. 

The  drcolation  of  tbe  bsnk,  in  1796,  X10,780,000,  bad  been 
reduced  more  than  ar  million  before  the  suspensiDn  took  place  in 
February,  1797.  It  was  tben  gradually  increased  to  its  maxi« 
mum  of  over  je27,000,000,  fxom  1815  to  1818;  in  1823,  tbe 
year  of  full  resumption,  it  was  £18,665,000.  Tbe  depoaite  of  > 
the  bank  were  £4,892,000  in  1797,  being  then  more  than  a 
uiiliiou  below  the  average  of  the  preceding  ten  years.  They 
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flaetwted  gmtly  diring  the  soooMding  tventj  yetra,  the 
hij^eet  being  over  jS12,000,000  In  four  difbrent  jwn,  and  not 
fsUiog  to  jee,OOO,O0O  mvta  when  thflff  ivoro  at  je4,OH0OO. 
After  this,  up  to  the  year  1844,  thej  had  not  reaehed  JS14»0i90,000. 

Three  millions  of  aores  of  land,  hitherto  nnimproTed,  wero  in- 
closed and  hrought  under  ealtiTOtion  daring  this  period  of  sos- 
pension. 

In  1801,  the  quantity  of  cotton  imported  was  54,000,000 
pounds;  in  1822,  it  was  14j,000,000  pounds.  The  manufac- 
tured cotton  goods  exported  in  1801  were  of  the  official  value 
of  £7,000,000;  in  1822,  of  £27,000,000. 

Between  1797  and  1814,  upwards  of  £37,000,000  of  suli.^i  Jles 
were  pnid  by  Great  Britain  to  her  continental  allies,  for  their 
assistance  in  the  war. 

But  we  need  not  multipiv  fi<jriirc3,  to  show  that  the  period  of 
the  suspension  of  ppccic  ])ayment8  in  Great  Britain  was  one  of 
great  progress  in  wealth,  industry,  commerce  and  power,  not- 
withstanding all  the  disadvantages  of  an  inconvertible  paper 
ourrency,  the  vast  expenditure  of  the  war,  and  the  groat  bur- 
den of  taxation.  After  speaking  of  this  eventful  period  of 
British  history,  in  whieh  the  nation  sormonnted  so  many  diffi- 
enlties,  and  finally  eame  off  conqoeror  in  a  contest  with  the  most 
powerful  and  the  aoet  skiUul  commander  the  world  has  ever 
known,  a  reoent  historian  of  the  Bank  of  England  says:  — 

These  things  are  not  written  to  defend,  they  are  only  penned 
to  mitigate  the  wrath  whidi  has  heen  peered  npon  the  Bank 
Bestriotion  Aet.  Extraordinary  events  reqnire  extraordioaiy 
measmres ;  and  our  history,  from  1797  to  1815,  b  nnsarpessed 
in  the  annate  of  nations."^ 

Bat  whatever  may  be  urged  by  the  enemies  of  the  Bank  Be* 
strietion  Aet  in  their  wrath,"  the  (Hends  of  oommercial  credit 
may  well  elaim  that  the  achievements,  during  a  quarter  of  a  cen* 
tury  of  suspension,  deserve  to  be  faithfully  studied  and  well 
understood.  It  is  a  fact  that,  during  this  period,  a  vast  revenue 
of  hundreds  of  millions  of  dollars  was  paid  by  the  people,  and 
hundreds  of  millions  of  dollars  were  raised  by  public  loans  every 

*  Hittoij  of  the  Bank  of  Bngkiid,  bj  John  Fraoois*  vol.  i.,  p.  252. 
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jMr,  between  1797  uid  1815;  lihat  UuHUMOidt  nUlioM  of 
dollars  of  oommeroial  dobtB  wero  {Mid  OTory  year  of  the  sospen- 
mm,  with  little  or  no  intervention  of  the  preeions  metals -^&cIb 
which' deserve  a  better  explanation  than  has  over  been  given.  If 
the  countless  millions  of  dollars  of  debts  discharged  dnring  this 
quarter  of  an  age  of  paper  money  be  well  and  svAolently  paid, 
it  should  certainly  4)0  nnderstood  npon  what  principles  it  oonld 
be  done. 

There  was,  doubtless,  in  many  minds,  dnrin^  all  this  period 
of  incoiivertible  bank-notes,  a  vague  feeling  that  these  payments 
vere,  after  all,  indebted  for  their  effectiveness  to  some  secret 
power  of  the  precious  metals.  The  bank-notes  carried  on  their 
face  a  promise  to  pay  a  certain  number  of  pounds  sterling,  and 
although  these  pounds  were  never  paid  in  gold  or  silver,  yet  the 
promise  was  there,  and  the  promise,  for  the  time,  was  taken  for 
the  performance.  The  efiicaoy  of  current  payments  was  seldom 
attributed  to  the  working  of  tlic  credit  system,  where  it  be- 
longed;  and  a  few,  at  least,  considered  themselves  deeply 
wronged,  because  they  could  not,  at  pleasure,  convert  their 
bank-notes  into  specie.  The  hkOi  that  an  intense  demand  for 
gold  on  the  continent,  arising  from  the  wars  and  disturbances 
prevailing  there,  had  enhanced  the  price  of  gold  everywhere^  did 
not  escape  the  notice  of  those  opposed  to  a  paper  currency,  and 
this  increased  their  ''wrath."  They  regarded  themselves  as 
iignred  to  the  extent  of  this  increased  price  of  gold,  upon  ev«ry 
pound  that  passed  Uirough  their  hands.  They  scouted  and  despised 
the  rery  cunreiM^  by  which  the  business  and  government  of  the 
United  Kingdom  were  earned  on,  and  to  which,  whatever  may 
have  been  its  faults,  the  people  and  government  were  at  that 
juncture  undor  mfinito  obligfitions.  One  of  the  most  distin- 
goiahed  of  these  objectors,  Lord  King,  in  despite  and  contempt 
of  the  law  which  gave  his  tenants  the  right  to  pay  their  rents  in 
bank-notes,  served  a  formal  notioe  upon  them  to  pay  their  dues 
in  gold.  He  published  a  pamphlet  overflowing  with  arguments 
against  the  suspension,  and  with  solemn  reproof  for  the  wrong 
done  to  people  who  were  obliged  to  receive  and  pay  bank-notes, 
at  par  with  silver. 
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We  need  not  explain  at  length  here,  what  we  have  so  fully 
cxplaincfl  elsewhere  in  this  volumey  that  the  payments  of  Great 
Britain,  during  the  period  of  suspennottf  did  not  derive  any  part 
of  their  effioaoy  from  the  precioiu  metals,  nor  from  the  promise 
to  paj-— a  promiea  not  performed,  nor  intended  to  be  performed. 
The  eflicao/  of  the  pajmenti,  during  a  period  of  enspenBioa, 
reeted  upon  the  same  pnnetplea  vhieh  make  payments  efficacious, 
when  hank-notes  and  hank  credits  are  convertible.  The  object 
of  convertibility  not  being  to  make  payments  by  nbtcs  and  checks 
upon  deposits  valid,  hot  to  be  a  security  against  over-issnes,  and 
other  abuses  in  banking.  The  fact  that  gold  or  Bil%*er  can  be 
obtained  for  notes,  adds  nothing  to  the  validity  of  payment  in 
the  notes:  if  the  paities  concerned  are  willing  to  pay  and 
receive  notes  in  payment  for  goods  or  debts,  it  matters  not  to 
the  validity  of  the  transaction  whether  the  notes  are  convertible 
or  not*  So  far  as  convertibility  is  concerned,  it  is  a  question  of 
public  policy ;  a  question  whether  any  bank  can,  wlih  safety  to 
the  public,  be  permitted  to  is^ue  notes  as  currency  upon  any 
other  security  than  payment  of  the  notes  thus  issued  in  demaud 
ia  gold  or  silver.    Wo  are  not  now  discussing  that  subject. 

Nearly  the  whole  business  of  every  civilized  country,  except 
the  merest  retail  trade,  is  carried  on,  in  the  fir.sL  instance,  upon 
personal  credit.  Purchases  in  the  larirc  way  are  made  neitluT 
with  the  precious  metals,  nor  with  bank-notes,  but  upon  the 
security  of  promissory  notes,  bills  of  exchange,  and  other  like 
securities.  These  securities,  whatever  their  form,  and  whatever 
they  promise,  are  expressed,  like  the  entries  in  merchants'  books. 
In  money  of  aocomit.  They  are  evidence  of  the  amount  of 
credit,  and  of  course  of  the  amonnt  of  debt.  The  issue  of  thesd 
securities  accomplishes  a  moi^ment  of  commodities  to  thb 
yalae  which  they  represent.  The  next  step,  is  the  payment  or 
disekarge  of  these  obligations.  The  parties  who  have  purohased 
have  the  commodities,  the  parties  who  have  sold  have  the  secu- 
rities. But  the  holders  of  securities  are  themselves  debtors  for 
the  amout  of  other  seeorities  issoed  by  them  for  the  purchase 
of  the  very  goods  they  sold.  Thus  a  great  mass  of  business  men 
transact  a  vast  amount  of  business  by  the  issue  of  their  own 
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puper.  It  beconuf  a  primo  object  of  every  one  of  these  men  to 
apply  hh  credits  to  pay  his  debts.  They  aU  go  to  the  bank, 
and  have  their  securities  coiiF«vted  into  hsak-notes  or  bank 
credits.  The  bank  becomea  the  holder  of  the  seonrities  for 
which  it  has  issued  notes  or  evediti.  The  beak  gine  nothing 
for  these  secaritiea  bat  its  own  paper  promises  or  credits,  and 
these  to  an  amonnt  less  the  discoont.  The  debtor  in  any  of  the 
seonntMe  held  by  the  bank  has  oi^y  to  pay  the  bank  in  its  own 
issnes — the  very  conrenoy  in  which  the  iMink  paid  for  tiie  seco- 
ritiyes.  In  this  way,  the  i^le  of  the  debts  can  be  paid,  and  the 
whole  of  the  secorities  can  be  disohtrged  and  retired  by  tiie 
parties  who  issned  them.  There  is  an  indebtedness  to  the  bank 
to  a  larger  amount  than  the  issues  of  the  bank,  and  there  is  a 
constant  daily  eflective  demand  for  the  issues  of  the  bank,  whe- 
ther notes  or  credits,  by  parties  who  must  constantly  and  daily 
meet  their  debts  maturing  in  the  bank.  There  is,  in  commercial 
countries  like  Great  Britain  and  the  United  States,  no  other 
article  so  extensively  in  dcmaml  as  bank-notes  and  bank  credits, 
for  the  purpose  of  discharging  debts  payable  in  bank.  Such 
debtors  never  look  for  gold  or  silver  to  pay  these  debts;  it 
"would  be  utterly  in  vain. 

It  is  evident,  then,  that  the  process  of  payment  is  the  same, 
whether  the  banks  are  in  a  state  of  suspension  or  not.  This 
proocM  is  effsctiTc,  n4>id  and  economical,  becaose  it  does  not 
lequire  any  aid  whatever  from  the  precious  metals.  The 
restraints  which  the  law  imposes  upon  banks,  and  the  securities 
it  leqnires  for  their  good  behavior,  have  nothing  to  do  with  the 
nature  sod  effica^  of  the  process,  farthw  than  to  secmre  the 
iMthfokess  of  the  .serraiits,  and  the  proper  working  of  the  ma- 
eUneiy  by  whiafa  the  paymsnts  are  acooii^lished. 

In  reference  to  the  mode  and  progieno  of  paynmnt  during  the 
period  of  sospension,  we  have  made  onr  remarks  general,  beoanse 
thuy  api^  to  any  banks  of  drcalation  in  a  state  of  suspension, 
as  well  as  the  Bank  of  EnglawL  We  have  alrea^  ordained, 
in  the  dmpter  on  bank-notes,  how  thsy  f olfil  the  ftmetionB  of  a 
medinm  of  ezehaqgs^  chmdatiag  like  moMy ;  and  in  the  chapter 
on  deposits  we  have  cj^bined  hov  they  were  employed  in  pay** 
S6 
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meats.  At  the  hazard  of  some  repetition,  we  shall  add  some- 
thing here. 

Notes  of  the  Bank  of  England  bear  on  their  face  a  certain 
value,  expressed  in  money  of  account,  and  a  promise  to  pay  that 
amount  on  demand.  This  promise  is  not  what  gives  currency 
and  efficacy,  for  performance  is  only  exacted  in  times  of  panic. 
Xhe  real  efficacy  of  the  aotet  pioeeeds  from  this,  that  so  large 
A  proportion  of  business  mea  are  either  indebted  to  the  bank,  or 
are  indebted  to  those  who  owe  the  bank,  that  the  notes  are  in 
great  demand  at  the  amonnta  expressed  on  their  face ;  for  this 
amoant  they  can  be  used  to  extinguish  debts  in  the  bank  as 
effeot«allj  as  gold  itself.  But  the  notes  are  not  dependent  for 
their  ovnency  upon  this  general  demand.  There  is  a  speeial 
demand  of  greater  potency.  The  delrtors  of  the  bank  are  not 
inmlj  men  of  bosbesfly  whose  paper  has  been  disoonated  by  liie 
bank;  they  are  men  of  bostness,  who,  upon  their  own^eredit, 
and  with  their  own  paper,  have  purchased  eommodities  snitable 
for  geaeial  oonsnmption.  It  is  their  boainesa  thus  to  pnrefaase 
and  sell^  and  as  a  body  they  hold  the  chief  articles  of  general 
and  regular  consumption.  What  they  have  to  sell,  others  are 
obliged  to  buy.  The  bank  holds  the  individual  paper  with  which 
these  commodities  were  purchased,  and  the  debtors  hold  the  com- 
modities the  people  want.  These  debtors  of  the  bank,  then,  are 
not  the  only  persons  who  need  the  bank-notes  with  which  to  pay 
their  debts,  but  they  are  the  holders  of  the  very  articles,  for  the 
purchoiie  of  which  money  would  otherwise  have  to  be  jiaid.  The 
process,  then,  is,  that  men  with  their  individual  paper  purchase 
commodities;  the  bank  purchases  this  individual  paper  by  the 
issue  of  its  own,  or  bank-notes ;  the  people  among  whom  these 
bank-notes  circulate,  purchase  with  them  the  commodities  in  the 
hands  of  the  debtors  of  the  bank.  The  real  basis  of  this  issue 
of  bank-notes  is  the  commodities  purchased  with  the  discounted 
individual  paper.  These  commodities  are  sold  to  redeem  that 
.  paper ;  the  people  need  these  articles,  and  must  have  them ; 
they  do  not  need  gold,  and  can  do  wholly  without  it.  The  basis 
of  bankiagi  then,  is  this  individual  paper,  and  the  basis  of  this 
paper  is  the  eommodities  it  pnrchaied.   The  whole  procen  ia 
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earned  on  by  an  expression  of  prices  and  amounts  in  money  of 
aoooimt.  The  bank-notes  may  and  do  ciroolate  widely  among 
those  who  do  not  employ  them  in  the  purchase  of  commodities ; 
bvt  they  will  oonstatlj  and  finally  tend  towards  the  bank,  be- 
QlNMe  this  oonsnmption  of  eommoditics  is  a  great  and  ncTer-oeasing 
operataoBi  and  all  must  contribute  to  it;  the  bank-notes  most 
always  maintain  their  valne,  beeanse  so  many  mast  have  them 
or  money. 

If  a  iomr  dealer  m,LiTerpoal  gi?es  his  note  to  B.  S.  &  Co.  for 
41000  for  1000  bairek  of  American  flonr,  and  B.  a  &  Co.  send 
that  note  to  tiie  Beak  of  England  for  disoonnty  and  reeeiTe  the 
proceeds  in  notes  of  the  bank,  it  is  plain,  wbether  the  notes  thus 
reonved,  or  the  notes  of  a  Liverpool  bank,  are  inreulated  in 
tli«r  plaoe,  that  an  instrament  or  medium  of  exchange  has  been 
pot  in  eireolation  that  will  porehase  that  ionr,  whether  the  notes 
eiMnlated  are  at  the  time  payable  in  gold  or  not.  It  is  enough 
tm  the  floor  dealer  that  he  can  pay  his  debt,  and  withdraw  his 
note  from  the  bank,  with  the  bank-notes ;  and  it  is  enough  for 
the  people  that  they  can  purchase  flour  with  the  bank-notes,  on 
as  good  terms  as  with  money.  The  process  would  be  the  same, 
whether  the  bank  was  suspended  or  not. 

<  A  dealer  in  cotton  may  give  his  note  to  an  American  shipper 
for  £1000  for  cotton ;  the  Liverpool  dealer  may  sell  it  to  a  Man- 
chester inanufacturer,  taking  his  note  for  .£1050 ;  it  may  be 
manufactured  into  a  Variety  of  goods,  and  sold  for  £lo00  to  a 
merchant  of  London,  for  which  his  note  is  taken.  If  those  indi- 
vidual notes  were  all  discounted  at  the  Bank  of  England,  and 
the  prooeeds  placed  to  their  credit  respectively,  it  is  obvious, 
without  pursuing  the  cotton  further,  that  the  Liverpool  dealer 
irovld  be  in  funds  to  pay  the  £1000  to  the  importer  of  the  cot* 
ton,  and  the  manufacturer  would  bein  funds  to  pay  the  J&1060 
to  the  dealer ;  and  these  payments  would  neither  require  gold, 
nor  be  less  efectual  than  if  made  in  gold.  The  suhetance  of  the 
tnnsaetum  is^  that  the  first  purchaser  of  the  cotton  paid  his  debt 
by  sellhig  it,  and  the  mannfaoturer  did  the  same  thing.  This  is, 
in  fact,  the  main  proosss  of  the  credife  system.  Hen  purchase, 
and  gife  Mr  pi^iseB  to  pay;  they  seU,  and  take  promiscf  to 
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pay ;  the  bank  enables  them  to  apply  those  they  take  in  pay- 
ment of  those  they  have  given.  Commodities,  in  tho  large  trans- 
actions of  bu.siiii'ds,  pay  for  commodities  ;  and  the  credit  system 
is  that  by  which  the  books  are  kept,  tlie  securities  taken,  and 
the  payments  finally  adjusted.  The  currency  furnished  by  tho 
bank  affords  a  facility  of  constant  use  and  application  in  the 
retail  business,  which  is  thus  coDnected  with  the  larger  transao* 
tions :  that  is,  the  breaking  up  the  larger  notes  of  the  wholesalt 
operations,  by  wch>oging  them  at  baak  £ot  notes  or  depooits, 
farnisheB  the  currency  by  which  busiiiMft  is  detail  k  carried  on 
vitH  mereased  facility  and  despatob* 

A  very  remarkable  controversy  arose,  about  midway  of  the 
long  bank  SQspanaion  of  England.  Xke  great  demand  for  gold, 
for  the  military  e:q>edition  of  the  oonlinaiii,  exhibited  itself  im 
1810,  in  an  apparent  diierenoe  between  gold  and  bank-notes,  of 
about  15  to  20  per  cent  This  was  regarded  as  intolerable  bj 
ihose  who  were  afterward!  called  BnllioniatB.  The  rolgect  waa 
brought  before  Parliament,  and  gave  rise  to  the  eelebralad 
Bnllien  Report  attributed  to  Franois  Hemer  and  William  Hue* 
kiflm,  both  young  men  of  eminent  alnfitiet  and  promise^  but  nol 
80  well  Ycreed  in  the  eulgeet  of  banking  and  finance  as  some  of 
the  merohants  and  bankers  whose  opinions  they  disregarded  in 
'  their  Beport.  The  Kcpoi*t  insisted  strongly  upon  1^  depreoiap 
tion  of  bank-notes  as  the  cause  of  the  diforenee  between  gold 
and  bank-notes»  The  aubject  was  ably  dilcassed  in  the  House 
of  Commons.  Thededrioaof  the  House  was  against  the  lesump* 
tion  of  specie  payments.  The  discussion  was  continued  altc^ 
wards  for  many  years,  in  journals,  pamphlets  and  books,  with 
great  earnestness,  talent  and  practical  knowledge.  It  not 
even  now  settled  to  the  satisfaction  of  all  who  take  an  interest  in 
the  subject ;  Builionists  and  Auti-bullionists  stand,  to  this  day, 
arrayed  agaiost  each  other,  with  as  little  appearance  of  agree- 
ing as  they  exhibited  forty-five  years  ago.  The  question  is,  in 
fact,  as  interesting  as  it  was  then,  and  the  discussion  as  in* 
structive.  As  usual  in  such  oases,  there  was  much  truth  and 
soundness  in  the  statements  and  arguments  on  both  sides. 
Qa  a  view  of  the  whole  controversy  at  this  remote  period,  and 
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Irom  this  side  of  tho  Atlantic,  irhere  there  has  been  no  excite* 
ntnt  on  the  snhject,  it  strikes  us  that  the  advantage  in  this  dit* 
m  with  tho  Anti-boUionists,  who  iisisted  that  gold  had  riseii 
in  price,  and  that  there  was  no  considerable  depreciation  of 
hank-notes.    The  Bullionists,  believing  that  all  prices  arc  ex- 
pressed in  gold,  and  believing,  with  Locke,  that  a  pound  of  gold 
or  silver  must  always  ho  worth  a  pound  of  gold  or  silver,  and 
that,  ihereforo,  iho  apparent  variation  in  price  of  gold  was,  in 
faot,  vbSj  a  variation  in  tho  price  of  hank-notes,  it  was  only 
noecflsary  for  them  to  ezhihit  the  table  of  the  prices  of  gold  ex- 
pressed in  paper,  to  prove  their  case.  From  this  point  men 
could  not  he  driven,  who  could  not  conceive  of  gold  rising  and 
falHng  in  prioe.  They  did  not  know  that  prices  are  never  ex- 
pressed either  in  gold  or  silver,  nor  in  hank-notes,  hut  always  in 
money  of  account,  which  is  capahle  of  expressing  and  registering 
the  fluctuations  in  the  prioe  of  gold  or  silver,  as  of  cotton  or 
wheat.  This  faet  alone  disturbs  the  main  position  of  the  Bullion- 
ists, and  compels  them  to  look  elsewhere  for  the  solution  of  the 
diflSculty.    According  to  their  own  views,  the  depreciation  of 
bank-notes  should  have  been  expressed  in  the  language  of  trade, 
as  so  many  per  cent,  below  par.  Instead  of  tliis,  gold  was  quoted 
as  tho  fhictuating  article,  and  this  clearly  evinced  the  commer- 
cial opinion.    We  subjoin  a  table  of  the  prices  of  gold  relied 
upon  to  prove  the  depreciation ;  and  we  ad<l,  in  two  other 
columns,  the  price  of  silver,  and  the  quantity  of  circulating 
bank-notes.    We  think  the  table,  thus  constructed,  proves  incon- 
testably  that  there  could  have  been  no  such  depreciation  of 
bank-notes  as  has  been  alleged.    All  the  circumstances  show 
that  there  was  an  extraordinary  demand  for  gold  ;  it  would  have 
been  strange  if  there  had  not  been ;  and  this  table  proves  it,  for 
there  was  no  such  variation  in  the  price  of  silver.    The  highest 
authority  in  England  on  the  subject  of  prices,^  after  a  careful 
examination  of  all  the  facts,  decides  that  there  was  no  such  flue* 
toation  or  rise  in  the  price     other  articles  of  commerce^  as  to 
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denote  any  depreciation  in  bank-notes.  This  examination  ex- 
tended to  over  forty  different  articles,  of  wliich  tables  are  ;^ivcn 
of  the  prices  from  1782  to  1838,  and  is,  probably,  as  thorough 
and  reliable  as  any  ever  constnicted. 
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J7ic  Bunk  of  Scotland  promptly  chartered,  and  its  whole  plan  prescribed  in 
advance — John  Holland' 3  account  of  il —  Contract  with  the  origin  of  the 
JBank  of  England The  founders  of  Ihe  Scottish  Bank  mtrtkauUif^ 
avoided  relatumt  wUh  (he  ChvenmeHt —  TJkejf  looked  to  Mat  a  mean*  of 
eeommitinff  1h«  mm  of  atam^^Bank-notet^  DmtUe  wUh  II0  Bojfoit 
Bank-^  SaapenaUm  —  Modes  of  reliefs  LU&t  ton  9f  credit  —  Identified 
with  the  mass  of  the  people  by  receiving  small  deposits,  and  paying  inf  crest 

for  thcrn  —  Forty  banks,  and  340  branches  —  Ilaniiony  of  action  — 
English  prejudices  and  Scotch  scorn —  Cash  credits  in  account  a  princijml 

feature  —  Mode  of  opei'ation  —  Contrasts  with  tJie  English  system  —  The 
Seokk  sifttem  equally  effeeHee,  and  mom  tqfh  —  Failure*  of  hanlka  few, 
and  not  diaaatroua — Saapenakn  iffllVT  in  Enffiand  kaa  no  ^Ikt  in 
ScoQand^Bepori  in  ihe  House  tff  Lords,  lS2(j  —  ]ieport  in  the  Com- 
mont —  a^dem  not  eordiaUy  approved  in  England —  One  pound  notes 
—  Discussions  in  England  and  Scotland —  Jjfssons  for  England  on  cur- 
rency—  Sir  Walter  Scott  on  the  level  of  gold —  Dijferenf  modes  of  regnrd- 
ing  the  subjects  in  England  aiui  Scotland  —  Scotch  Banks  ihe  pride  of  I  lie 
peopU-^W.  Ckamhar^  diatmat  of  ifie  system  ^BaptanaHona  in  reply. 

The  first  public  bank  in  Scotland  was  established  by  act  of 
the  Scottish  Ptoliament,  in  1695|  previous  to  the  consolidation 
of  the  two  goTcrnments.  It  was  suggested  hy  the  same  William 
Patterson  who  projected  the  .Bank  of  Engjand,  but  seems  to 
hare  been  indebted  for  its  shape  and  constitution  to  John  Hoi* 
land,  who,  with  other  merchants  of  London,  were  participants, 
with  men  of  capital  in  Edinburgh,  in  this  enterprise.  Its  plan 
was  deliberately  drawn  up  in  advance,  and  its  privileges  and 
restnunts  distinctly  marked.  The  Bank  of  England  crawled  into 
ezistenoe,  being  wormed  through  the  English  Parliament  under 
coyer  of  an  act  In  reference  to  /'Duties  upon  the  Tonnage  of 
Sliips,  and  upon  Beer,  Ale  and  other  liquors."   The  Scotch 
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Bank  had  a  free  birth,  and  found  favor  with  that  class  of  EngUih 
merchants  who  disliked  the  Bank  of  England.  Holland  has 
givca  an  account  of  his  agency  in  bringing  forth  the  Bank  of 
Scotland,  in  a  panipblet  bearing  this  ominous  title :  — "  The 
Ruine  of  the  Bank  of  England  and  all  public  Credit  inevitable," 
(1715).  Holland  was  only  induced  to  engage  in  this  scheme,  by 
being  assured  that  he  could  have  an  '*Act  of  Parliament  on  his 
own  conditions."  Tlic  plan  drawn  up  by  him  has  proved  the 
foundation  of  one  of  the  most  successful  banking  systems  which 
has  yet  been  tried.  Prominent  among  its  provisions  is  the  pro- 
hibition to  lend  to  the  Kini:.  The  Bank  of  England  originated 
in  a  loan  of  its  whole  capital  to  the  government,  and  began 
its  actual  business  by  lending  its  whole  credit  in  the  same 
ivay— 'a  measure  which  resulted  in  its  being  made  and  con- 
tinued a  great  financial  agent  of  evcr^r  administration,  from  that 
day  forward.  Mr.  Holland  did  not  appreeiate  the  necessity 
of  such  an  agent,  nor  comprehend  the  propriety  of  its  being 
associated  with  a  bank,  or  with  the  business  of  banking.  The 
readiness  to  establish  a  bank  in  Scotland  is  seea  in  the  iaot 
that,  whilst  in  England  the  shareholders  lent  tlio  government 
d61,2(K>,000  for  an  ezolusiT^  monopoly  of  twetve  years,  the  Bank 
of  Scotland  was  allowed  a  monopoly  of  twenty-one  years,  with- 
ont  any  bonns  or  favor  to  the  government. 

The  Bank  of  England  was  moulded  by  tlioae  eiramiBtaiiM 
in  wlueh  it  had  its  origin,  and  whioli  aooompniod  liio  eariier 
years  of  its  history.  Its  whole  snbseqnent  history  has  a  doable 
aspect — one,  its  connection  with  the  government » the  other, 
its  relations  with  commerce  and  indlvidoals.  This  doable  history 
proves,  whatever  may  be  alleged  to  the  contrary,  that  the  uniting 
these  two  kinds  of  Inisiness  in  one  great  banking  bosiness  is  in- 
consistent neither  with  the  true  system  of  banking,  nor  with  the 
true  system  of  finance.  That  the  Bank  of  England  has,  in  many 
ways,  inflicted  its  full  share  of  evil  upon  the  people  of  England 
is  well  known,  and  at  times  these  mischiefs  may  have  been 
caused  by  the  connection  of  the  bank  with  the  government. 
But  wliilst  such  evils  are  seen,  felt  and  remembered,  tho 
advantages  of  the  connection  are  neither  observed  nor  under- 


BANK  OF  SCOILAHO. 


Stood.*  Hie  feontoi  «f  the  Bank  of  Soothnd  irero  cMofly  mer* 

chants,  who  had  their  eyes  tamed  excksively  to  the  advantages 
of  banking  for  their  own  class.  They  were  of  that  class  which 
had  so  strongly  advocated  institutions  of  credit  in  England,  pre- 
vious to  the  establishment  of  the  ]>ank  of  England.  Tiiey  were 
men  who  knew  well  the  functions  :iiid  practice  of  the  Banks  of 
Venice,  Genoa  and  Amsterdam,  an<l  the  modes  of  pajrment  at 
the  Fairs  on  the  continent.  Tlicy  believed  in  the  efficacy,  safety 
and  propriety  of  circnlating  credit,  although  their  ideas  of  the 
mode  of  carrying  it  out  may  have  been  far  from  definite  or  har- 
monious. They  fully  understood  that,  to  a  certain  extent,  to  be 
determined  in  the  progress  of  business,  a  system  of  credit  could 
bo  made  to  supply  absolutely  the  place  of  money.  They  wished 
ta  arail  themselves  of  that  economical  device  as  far  as  it  was 
spplicable.  The  object  was  not  to  supplant  or  find  a  substitute 
for  the  preoKHU  motals,  but  simply  to  effect  the  ends  of  trade,  to 
every  possible  extent,  without  thom,  knowing  thoy mngt  intervene 
and  be  employed  whenever  the  exigencies  of  payment  required. 

The  Bank  of  Scotland  issued  bank-notes  of  several  denomina*' 
lions, ftom  the  ^^fiaaingot  its  bminoss, fromXKM)  down  to 
mi  etnn  kis;  bnt  a»  we  have  already  dwelt  hrgtlj  on  the 
fonetionB  of  that  fonn  ni  ciqTenoj,  and  aliall  have  oooasion  «0  de 
so  again,  in  treating  of  the  banks  of  the  United  States,  we  shaQ 
■Mke  them  the  oocaiion  of  only  imndental  remark,  in  peaking 
of  the  hanks  of  Seoibnd.  In  one  aspect  of  Iheir  use  in  Soot* 
kad,  Ae  general  observations  we  hare  made  lespeeting  them 
apply ;  in  anothir,  their  nse  is  modiied  hj  that  peceliar  feature 
of  the  hanks  of  Soetlittd  whkh  distiii^^iiriies  them  hm  aQ 
others.  An  exhibition  of  that  feature  will  show  how  hank-notes 
operate  or  circulate,  in  reference  to  it. 

Tiio  Bank  of  Scotland,  with  all  the  care  and  skill  of  its  early 
management,  did  not  escape  a  signal  reveroc.  Having  a  mo- 
nopoly of  twenty-one  years  when  established,  its  directors  under- 
took to  extend  that  monopoly  beyond  the  time,  by  extinguishing 

*  We  iball  spcciuily  advert  to  this  sal^cct  iu  a  Chapter  on  Publio  Paj- 
menta. 
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the  Bojal  Bank  of  8ooiUnd — a  rival  wluoh  thiesieQed  to  be 
of  Boffioient  importanoo  to  divide  the  hnamess  of  the  ooontr j 
tri&  them.  Thii  narrow  policy  was  met  bj  a. measure,  on  the 
part  of  the  Rojal  Bank,  which  forced  the  Bank  of  Scotland  to 
snspend  payments  in  1727.*  Although  this  was  a  serious  affair 
for  that  bank,  it  was  surinouiited  -without  any  great  diminution  of 
its  credit  or  busiuesii.  The  measure  of  relief  from  which  it  de- 
rived most  benefit  shows  the  confidence  of  the  public.  It  issued 
notes  payable  at  six  months  after  date,  bearing  five  per  cent, 
interest,  and  with  these  redeemed  a  portion  of  its  circuhilion  of 
JC5  notes  and  upwards.  This  succeeded  so  well,  that  it  was  ap- 
plied, a  few  years  afterwards,  to  the  notes  of  £1  and  below  that 
amount ;  and  subsequently,  upon  emergency,  it  was  for  a  time 
resorted  to  by  all  the  banks  of  Scotland,  until  it  generated 
abuses,  which  being  the  subject  of  much  complaint,  the  system 
was  abandoned. 

Whilst  the  Bank  of  England,  from  its  first  conception,  was 
identified  with  the  government,  the  Bank  of  Scotland,  and  those 
which  succeeded  it,  identified  themselvea  with  the  whole  body 
of  the  people,  from  the  laborer  who  could  save  five  pounds  to 
the  richest  merchants  and  manufacturers.  They  became  at  once, 
and  have  oontinned  to  be,  the  savings  banks  of  the  poor  bat  in* 
dnstrioos  classes.  The  banks  paid  one  per  cent,  below  the  cur- 
rent rate  of  interest  for  these  deposits,  and  returned  them  on 
demand,  or  acoording  to  stipulation.  These  savii^  of  the  poor 
help  lavgely  to  make  up  the  vast  sum  of  deposits  which  eharao- 
teriiss  the  hanks  of  Sootland.  One  in^ortant  result  of  this  has 
heea  to  give  the  benefits  of  these  savings  to  the  general  eus" 

'  The  Royal  Bank  had  obtained  the  use»  ff  ^20,000  of  piiMic  nionpy, 
which  was  to  be  distributed  in  Scotland.  Tbo  first  use  which  waa  made 
of  it  Tvas  to  arrest  the  jealoua  career  of  the  Bank  of  Scotland.  From  that 
time  to  this,  the  iSootch  banks  have  been  noted  fur  hanaonieus  oo^penUioo. 
It  it  swertad  bj  aoae  wvitoit  of  good  Mtborilf ,  that  this  prooMdiag  of  tbe 
bank  was  wludly  anprovoked»  and  that  it  used  the  fmblus  monaj  wbioh 
good-fortune  threw  in  its  waj,  tohmnUe  and  iigiman  institution  which 
had  such  an  advantage  of  them  in  credit,  and  in  an  established  business, 
that  it  'trnFi  thou^^ht  expedient  to  bring  sooM  disofodik  upon  as  the  hosi 
means  of  gaining  bosineas. 
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tomers  of  the  banks,  inBteiid  of  their  being  invested  in  the  public 
d«bt,  or  lent  upon  mortgage,  aa  in  England.  No  doubt  this  liaa 
contributed  greatly  to  that  progress  in  wealth  and  prodactive 
indostry  which  has  so  much  distinguished  Scotland  for  more 
than  a  century.  It  had  another  good  cfiect,  in  begetting  that 
care,  caution  and  prudent  management  for  which  the  banks  of 
ScotUind  haye  so  well-fonnded  a  reputation.  This  acceptance 
of  small  depouts,  and  paying  interest  for  them,  had  also  the 
eflbct  of  giving  the  poor  a  deep  concern  in  the  same  banks  in 
which  were  the  deposits  of  the  rich,  who  were  owners  also  of 
the  stock.  The  interests  of  both  classes  were  thns  bound  up  in 
the  same  banks,  subject  to  the  same  manag^ent  and  the  same 
lidssitndes.  The  prosperity  of  the  banks  was  the  security  of 
the  poor  depositor,  and  a  guarantee  of  both  his  interest  and  his 
principal.  A  large  circulation  was  regarded  by  the  poor  as  not 
only  beneficial,  by  making  currency  abundant,  but  as  evidence 
of  the  success  of  the  banks.  That  jealousy  of  banks  so  visible 
both  in  England  and  in  the  United  States,  dues  not  exist  in 
Scotland ;  and  yet  the  proportion  of  banks  in  Scotland  to  the 
population  is  far  less  than  in  Englunil  and  the  United  States : 
far  less,  if  we  regard  the  principal  banks ;  but  these  liave  been 
so  favored  in  Scotland,  that  40  banks  have  been  permitted 
to  establish  340  branches :  so  that  Scotland  has  380  bank  offices 
for  a  population  of  less  than  3,000,000  ;  these  380  banks, 
emanating  from  only  about  40  heads,  arc  not,  ho>Yever,  like 
380  rival  establishments  struggling  for  superiority,  and  aiming 
to  supplant  each  other  in  business,  if  not  to  crush  each  other  as 
competitors.  There  is  a  harmony  and  unity  of  object  among 
the  heads,  which  is  di£fused  among  all  the  branches,  which  is 
seen  in  the  regularity  and  steadiness  of  their  operations,  and 
which  is  felt  throughout  the  whole  community.  No  country 
enjoys  a  paper  currency  so  free  from  fluctuations  in  quantity,  as 
that  of  Scotland :  yet  so  little  are  the  advantages  of  the  Scotch 
Bystem  known  and  appreciated  elsewhere,  that  there  has  been 
a  constant  itch  in  England  to  reform  the  banks  of  Scotland,  and 
bring  them  nearer  to  English  ideas  of  currency.  The  Scotch 
system  is  so  contrary  to  the  notions  prevailing  in  Engbind  upon. 
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the  subject  of  money  and  currency,  that  some  of  the  statesmen 
and  currency-mongers  there  endure,  with  bad  grace,  the  stand- 
ing refntation  whioh  the  Scotch  banks  furnish  of  their  opinions. 
They  regard  their  success  as  ezoeptUNuJ  and  aooidental ;  and, 
but  for  pttBonal  as  well  as  currency  pr^ndices,  they  would  pre- 
fer gifiog  the  oredh  to  the  good  management  of  the  banks, 
rather  than  permit  any  portion  of  it  to  stand  for  the  benefit  of 
the  BjBtem.  The  English  people  do  not  understand  the  Sootoht 
system,  bat.  the  Seoteh  people  do  understand  the  English  Byih 
tern ;  and  having  teen  ike  tenible  infliotwiifl  it  has  ?imted  upon 
Bngland,  and  from  which  they  are  neatly  exempt,  they  return 
the  offidons  Idndness  whioh  would  disturb  their  system,  <^»erating 
to  thehr  entire  8ati8faotion,,and  assimilate  it  to  the  IBnglish  sys* 
t«m,  which  is  fraught  with  dangers,  and  »  not  OTen  popular  at 
home,  with  mockery  and  scom.^  The  struggles  on  this  subject, 
in  Parliament  and  ont  of  it,  have  been  many;  but  in  all,  the 
Soots  have  come  off  victorious,  having,  un  not  a  few  ^Mtit^MM^ 
sattorted  the  adnaration  of  those  who,  perhaps  for  the  first  time, 
were  fully  made  to  understand  the  effeotiTeness  and  safety  of 
Scotch  banking. 

The  chief  distinction,  however,  of  the  Scottish  system  of  bank- 
ing is  found  in  the  cash  credits  granted  by  the  bank,  and  which 
"wc  designate  cash  credits  in  account.  These  are  peculiar  to 
Scotland  ;  and  although  they  do  not  constitute  the  chief  business 
of  the  bank,  they  no  doubt  exercise  a  controlling  influence,  and 
give  a  special  character  to  the  whole  practice  of  the  Scotch 
banks.  It  is  estimated  that  there  are  twenty  thousand  of  these 
accounts,  covering  a  sum  of  five  millions  sterling.  As  the  actual 
deposits  in  the  Scotch  banks  amount  to  thirty  millions  sterling, 
the  cash  credits  bear  nominally  but  a  small  proportion  to  this 
item  of  deposits.   The  importanco  of  the  cash  credits  is  to  be 

'  Sir  "Walter  Scott  comparea  this  persistent  effort  to  reform  t!ie  Scotch 
banks  to  that  of  an  eccentric  but  hospitable  Scotch  lainl,  \v!n)  f  tn^?*!  tho 
guests  who  reiniua<Mi  with  him  over-oigbt,  to  take  one  ui  Aadcrtiuu'ii  pills 
hefon  letiriog— a  piaotioe  whioh  be  had  long  l«»Uo«ed,  and  whioh  he  was 
detenniaod  oteiy  one  olae  tboald  follow,  who  oamo  wiibm  reteh  of  bis  kind- 
aen.  <*0»2y  om  UdOe  JMdenon," — JToMi  iUagrmthtr,  XMr  Z,  p.  SO. 
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consldcreil  with  rcfcrcnco  to  their  fonotionB  and  Miivitj,  rather 
than  their  amount.  A  cagii  qrclit  is  an  aooonnt  opened  hj  a 
bank  with  a  customer  for  an  amount  from  £100  to  jCIOOO,  whioh 
is  plaoed  not  to  his  credit,  but  at  his  diqpoaal.  The  applicant 
for  this  accommodation,  which  is  only  granted  by  the  directors 
of  the  principal  bank,  is  strictly  examined  as  to  his  bosiness, 
means  and  prcspectSi  and  the  credit  is  accorded  upon  bis 
ginng  two  or  three  smtiM  in  a  bond  for  the  anooat  of  tks 
credit.  This  bond  is  so  dimwn,  as  to  cover  any  liabili^  to  the 
bank  for  the  amount,  whether  drawn  npon  the  credit  as  drawer 
or  endorser  of  bills.*  No  limit  Is  placed  to  ihe  use  of  the  credit, 


.1  Xha  fooD  of  kaepinga nth  ondit  Mooont auiy  b«  Men U p«t» 76 of 

the  Report  from  tho  Lords'  Committee,  nn  the  circulation  of  notes  under 
£n5,  in  Scotlrind  and  Irekad,  printed  io  April,  1827.  The  fScNrm  of  the  bond 

i«  as  follows :  — 

"  We,  A.  B.  C.  D.  and  E.  F.,  considering  that  the  bank  has  agreed  to 
allow  as  a  standing  credit  to  tho  extent  of  one  thousand  pounds  sterling 
aponaoMb  oxwUt  Boooval»  to  bo  kept  ia  tha  aaoie  of  oaa  of  ne,  the  said 
A  B.,  in  tho  books  of  tho  mid  bank,  and  to  bo  opetated  opoa  by  biia,  and 
BMy  also  discount  or  porohase  bills,  whereon  tho  name  the  sud  A.  B., 
or  the  firm  of  any  company  of  which  he  ia  a  partner,  may  stand  as  a  drawer, 
acceptor  or  endorser,  and  that  upon  condition  of  our  granting  these  pre- 
sents :  There/ore  we,  the  said  A.  B.  C.  D.  and  E.  F.,  hereby  bind  and  cbligo 
ourselves,  oa  full  debtors  and  co-obligants,  and  our  respective  heirs,  execu- 
tors, and  raoooaeore  whomsoever,  all  oozgunctlj  and  ooforally,  to  content 
and  poy  to  tho  asid  ttaak  tho  finooaid  earn  of  oao  thooiand  poandi  steriing^ 
or  such  put  or  parti  thoiaof  as  tho  said  A.  B.,  or  any  ponoa  or  penons 
having  hie  letter  or  other  written  author!^,  ahsU  Tsloo  for  or  draw  out  by 
orders  or  drafts  on  the  said  bank,  or  its  manager,  cashier,  or  any  of  its  offi- 
cers at  Edinburgh,  or  any  of  its  agents,  cashiers,  or  other  officers  elsewhere, 
in  virtue  of  the  foresaid  credit:  and  also  such  sum  or  sums  of  money  as  the 
said  A.  B.  shall  suind  engaged  for  or  be  indebted,  resting  or  owing  to  tbo 
■sid  bonk  oa  aooonnt  of  aay  bills  disoonalsd  or  held  by  it,  wboiooa  his 
aams  as  aa  iadividnal,  or  tho  irm  of  say  oompany  of  whioh  ho  is  a  partaor, 
shall  stand  as  drawer,  aoeoptor,  or  endorser,  or  any  sum  or  sums  for  whioh 
ha  or  thsy  shall  stand  engaged  or  indebted  to  the  said  bank  by  acceptances, 
endonation!*,  letters  of  credit,  guarantees,  or  in  any  other  manner  of  way 
whatsoever,  and  all  or  any  of  which  obligations  as  aforesaid  tho  said  bank 
eball  be  entitled  to  place  to  the  debit  of  the  said  account  and  of  the  obli- 
gaals  hereto,  at  any  tiaso  bdbca  thh'bond  is  diaohsigsd  and  dsliTsrod  op, 
aodthst  witfaoatiathaatian  to  aay  of  tho  said  partiss»  hot  not  sseoeding  Ut 
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it  is  terminable,  at  the  pleasure  of  either  party,  by  payment 
and  discontinuance  on  the  part  of  the  customer,  or  by  ^vitbdra-wal 
of  the  accommodation  on  the  part  of  the  bank.   But  it  is  rare 

all  the  add  prinoipal  mm  of  one  tbonsand  pounds  tlnritng^  and  intereft  doe 
tberaon ;  and  thai  at  any  time  when  the  same  ehatl  be  demanded  after 
three  months  from  tho  dnto  hereof,  together  with  the  lej^l  interest  ibereof» 

from  tho  time  or  times  of  the  respective  inlvrincps  until  the  fsjirne  bo  repaid, 
with  a  fifth  part  more  of  the  said  principal  sum  due  of  penalty  in  case  of 
failure.  And  it  is  hereby  epccially  conditioned  and  agreed  to,  that  a  stated 
account,  made  out  from  the  booka  of  the  said  bank,  and  signed  by  one  of 
its  aeooantants,  shall  be  saffieient  to  eonstitate  a  ehaige  or  balance  agdnst 
ns  aad  'eaeb  of  as,  whereof  no  suspension  shall  pass  at  the  instanee  of  any 
of  US,  except  on  consignation  only  of  the  sum  due  tbttsoa*  And  it  la 
hereby  declared  that  there  is  nothin;;;  herehy  meant  to  supersede  or  vacate 
the  security  which  tho  f^aid  hank  already  holds,  or  may  hold,  over  any 
shares  of  stock  of  the  said  bank  and  profits  thereon,  belonging  or  that  may 
belong  to  any  of  as  for  any  advances  under  this  bond  or  otiierwiss,  it  being 
always  in  the  power  of  tiie  said  bank  to  apfnopriate  or  allow  of  (he  dispdMl 
In  any  way  whatever  of  all  or  any  of  the  shares  of  sud  stock ;  and  the  said 
parties  to  this  bond  hereby  declare  that  they  have  no  lien  over  the  said 
shares,  or  any  right  to  insist  upon  the  application  rf  the  pame  to  pavmont 
of  any  debts  to  be  hereby  contracted.  And  fartlier,  the  said  parties  agree 
that  the  obligation  hereby  come  under  shall  remain  in  full  force  in  the  same 
manner  and  to  the  same  extent  as  if  sneh  shares  of  stodt  had  never  beknfged 
to  any  of  the  pertlee  hereto,  and  it  being  hereby  agrsed  that  the  said  bank 
nay  allow  credit  on  the  ssid  shares,  or  the  earns  to  be  sold,  and  the  prieo 
to  be  paid  to  the  seller,  or  may  apply  the  same  to  any  other  purpose  accord- 
ing as  it  shall  deem  expedient,  being  bound  in  the  Iijtter  case  to  aoooant 
only  to  the  person  or  persons  to  whom  the  shares  bclon«^ed. 

"And  further  declaring,  as  the  said  cash  credit  account  is  to  be  in  the 
name  of  the  said  A.  B.,  and  lie  is  to  ooadnol  the  tnanetions  thereon,  il  is 
hersby  espeeially  provided  and  agrsed  to,  that  all  eommnnioatione  on  tfie 
part  of  the  bank,  regarding  ^thertlie  management  by  him  of  the  accoolila 
or  repayment  of  the  balance  or  balances  which  may  become  due  thereon, 
shall  or  may  be  made  to  us,  the  other  parties,  through  the  said  A.  B.,  with 
whom  the  said  bank  shall  be  at  liberty  to  make  any  arrangements,  by 
affording  further  opportunities  for  better  managemeDt  of  the  accounts 
aeoording  to  the  mles  of  the  srid  bank,  if  dtrialed  ftom,  or  in  any  other 
way  required,  or  by  giving  time  fbr  repayment  of  the  halanee  er  hahwesa 
thereof,  without  any  direct  application  to  or  concurrence  by  us  the  seidC 
D.  and  E.  F.  on  the  subject,  until  the  said  bank  fsliall  consider  this  neces- 
sary fur  a  final  settlement.  And  it  shall  also  have  the  power,  without  con- 
sultation with  or  consent  by  us,  to  compromise  with  or  give  time  to  any  of 


Digitized  by  Google 


« 


4 

THS  LRNDIVO  OF  CBBDIT.  415 

that  a  termination  takes  place,  except  in  the  case  of  persons 
retiring  from  business  ;  for  the  advantage  ia  so  great  to  each  of 
tke  parties,  that  both  strive  to  nake  it  matsally  b«Pificia]»  and  to 
prolong  it  dnring  a  whole  business  life*  A  cash  credit  is  a  pairw 
petual  rwoiiroe  to  the  holder  £Mr  aaj  tarn  mthin  the  amomtt. 
He  drawB  upon  it  at  any  moment^  as  vpon.  a  depoiit,  for  tho  Bom 
required,  and  pays  interest  tqpon  the  sums  thus  drawn,  and 
retnnui  at  hk  oonvenionee  any  aui  in  his  hands,  ipon  which  he 
receives  one  per  cent,  interest  less  than  the  rate  on  sums  drawn 
out.  It  is  the  advantage  of  the  holder  of  the  credit  to  deposit 
his  money  as  quickly  aa  possible,  as  a  regnlar  interest  aeeount 
is  kept  with  him:  he  is  charged  with  interest,  say  at  fire  per 
eent.  upon  all  he  has  taken,  and  credited  with  interest  at  fonr 
per  cent  for  all  he  has  deposited.  At  convenient  times,  grae* 
rally  twice  a  year,  the  account  is  made  np  and  balanced,  and  a 
new  acoonnt  is  opened.  A  credit  aoooont  in  Scotland  is,  there- 
feie,  literally  a  lean  of  credit  en  the  part  of  the  bank,  which 
credit  is  to  be  paid  for  in  proportimi  as  it  is  n^ed.  When  abill 
of  exchange  is  discouiited  by  a  bank  in*  England,  the  proceeds 
are  placed  to  the  credit  of  the  person  obtainiug  the  discount  as 
•0  much  money,  to  be  drawn  for  at  pleasure ;  and  this  is  sup- 
posed to  be  discounting  business^taper.  The  cash  credit  of  a 

the  pnrtlop  on  tho  hills  discounted  or  held  by  it  nn  afurosnid,  wo,  the  ?fiid 
C.  i).  and  E.  F.  having  always  full  opportunity  afforded  us  by  tho  said 
bank,  whenever  we,  or  either  of  us,  wish  and  apply  for  the  Haroe,  to  see  any 
ct  tho  tzaosaotiwii  aad  etalo  of  tbe  eud  cash  ondit  aceoant,  and  other 
ttansaotioM  of  the  taid  A.  B.  in  wbMi  we  may  be  iDtentted  by  the  obliga- 
tions <tt  this  bond;  and  the  aaid  buik  shall  only  be  bound  to  attend  to  any 
instructions  wo  may  give  on  tho  subject  in  writing,  and  acknowledged  in 
writing  to  have  been  received.  It  being  hereby  expressly  declared  that  all 
the  parties  to  this  bond  are  pari  passu  co-obligants  to  tho  eaid  bank  ;  and 
that  all  and  each  of  us  are  equally  bound  to  it,  and  shall  not  be  entitled  to 
pisedthatany  of  nt  am  tbe  eaatioMn  for  the  other;  and  we^  the  said  A. 
B.  and  E.  F.  eooaent  to  the  ragiatration  hereof,  aod  of  tbe  foreiaid  stated 
accounts,  in  the  books  of  council  and  seswon,  that  letten  of  homing  on  six 
days'  charge,  and  all  execution  necessary,  may  pass  on  a  decree  to  be  in- 
terponed  then  and  thereto,  in  form  as  officers,  and  for  that  purpose  we  con- 
stitute, &c.  In  witness  whereof  these  presents,  written  upon  this  sheet  of 
stamped ^paper,  by  our  procurators,  &g." 


Digitized  by  Google 


41$  ■    SK0LI8H  AVD  SOOTOH 

Scotch  bank  has  no  reference  to  special  transactions  of  business, 
but  is  an  open  credit,  to  be  emph^jed  as  occasion  demands.  In 
England,  the  bank  which  deals  in  promissory  notes  and  bills  af 
exchange,  is  dealing  in  paper  which  represoDts  buBincss  transao- 
iionB  which  are  past ;  in  Scotland,  the  bank  opens  credits  for  its 
iniBtomers,  with  reference  to  busioMB  wbich  is  to  come.  In  Sco^ 
■land,  the  banks  give  their  cmtMMit  ft  eredit  wluoh  helps  their 
•tending,  aid  upon  wbioh  thijcui  drsw  for  the  purpose  of  pay> 
nent,  wheneifvr  thm  k  need.  The  theory  of  the  English  banks 
•is»  that  the  camnciy  aust  follow,  and  be  controlled  in  qtantity, 
by  the  business  transactions  whioh  go  before.  The  theory  of  the 
Scotch  beaks  is^  that  these  business  traDsaotioDS  being  all  man^ 
aged  by  men  of  business,  who  decide  eeoordiiig  to  the  exigoaciei 
-ef  industry  end  trade  what  will  promoie  their  primte  intenel» 
and  meet  the  vanta  of  the  people^  it  mart  prove  en  impoctsnt 
-aid  to  mmt  thm  engiged  to  soppiy  themy  In  advaaee  of  the 
progrese  of  their  b«siBe8B»  with  a  eredit  vpoo  whioh  they  em 
draw  at  pleaswe.  Tb»  En^iBh  dootrine  is»  that  mea  most  do 
all  their  bnsiiMSB,  in  the  irst  instance^  npoo  their  own  credit ; 
and  the  banks  nay  then  deal  in  the  eTideoeef  or  secttritiBS  to 
whioh  the  bosinesB  has  given  ongin  i  the  SoottiBh  notion  is,  that 
'  aid  should' he  extended  to  min  of  trade  and  iadostry  in  advanoe 
of  their  transactions^  and  as  an  element  in  their  plans  of  busi- 
ness. In  England,  they  think  this  will  lead  to  over-trading,  by 
the  stimnlas  it  affiwds  to  so  large  a  daas  of  dealers:  in  Seofr* 
land,  long  experience  haa  taught  them  that  this  English  appre^ 
hension  is  wholly  groondless.  They  know  that  the  dealers  who 
f  enjoy  these  cash  credits  are  so  immediately  brought  under  the 
superrision  of  the  banks,  and  their  own  sureties,  that  th<^  are» 
perh^)6,  the  most  prudent  and  safe  men  of  husinsss  in  the 
world.* 

The  system  of  banking  in  Scotland  has,  by  a  long  and  steady 

■  A  witneM  before  Ftoliament,  in  1826,  said ;  ^  **  I  literally  have  hardly 
ever  heard  of  a  bad  debt  by  oath  aoooanti.  The  Bank  of  Seotlaod,  I  am 

Bure,  lost  hardlj  anything  in  an  amODDt  of  receipts  and  payments  of  ban- 
drcds  of  millions.  They  may  have  lost  a  few  hundred  pounds  in  a  cen* 
tury," 
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exporienoe,  TintHeated  itoelf  against  objeotioBS  raised  npon  English 
theories ;  and  its  superiority  in*  opention  OTer  the  practioe  of 
Bnglish  banking  is  so  manifeet,  as  to  extort  eommendations  of 
the  strongest  kind  from  Parliamentary  Oommittees.  When  the 
neosssity  of  reform  in  Bnglish  banking  was  admitted,  and  mea- 
sures of  reform  were  adopted,  it  'ffas  determined  that  no  ohange 
was  needfttl  in  Scotland.^ 

We  h»?e  shown,  in  the  chapters  on  bank-notes  and  on  depo- 
sits, that  the  fund  by  means  of  which  nearly  all  the  payments 
of  commerce  were  effected,  was  derived  from  th(r  piocee  ls  of 
bills  of  exchange  and  promissory  notes  discounted  by  the  banks. 
These  proceeds  take  the  shape  of  bank-notes  or  deposits,  but 
chiefly  the  latter,  and  in  that  form  become  more  available  in 
payment  than  any  other  currency.  We  have  bhown  how  this 
took  place:  that  the  banks  purchased  the  paper  discounted  by 
the  issue  of  these  credits,  and  that  they  could,  therefore,  receive 
the  credits  in  payment  of  the  securities  :  that  these  credits  could 
circulate  for  the  average  time  of  the  paper  discounted,  before 
^y  would  be  absorbed  by  the  banks  in  payment  of  the  paper 
as  it  matured:  that,  by  means  of  this  circulation,  an  immense 
amount  of  payments  was  effected,  both  in  and  out  of  the  banks ; 
that  the  demand  for  this  currency,  for  payment  of  debts  to  the  • 
bank,  gave  it  full  employment,  and  fnily  maintained  its  nominal 
Talne:  that  this  system  of  discoonts  and  currency  enabled  men 
of  bnsiness  to  employ  the  paper  they  take  in  paying  the  papw 
they  giro :  and  that,  as  the  debts  of  trade  are  m  a  large  degree 
mutual,  this  system  is,  to  that  extent,  n  plan  of  adjustment  by 
whioh  mutual  debts  are  setH)ff,  without  being  brought  faoe  to 
iwse  in  one  acoount.  * 

By  this  system,  the  basis  of  the  bank-notes  and  depouts  is 
the  merohancBse  purchased  with  the  disoomited  paper,  and  the 
punetuaUty  and  ability  of  the  debtors ;  the  banks  having,  at  all 
times,  a  greater  demand  on  the  public  than  the  public  has  on 
the  banks,  with  this  difier^iee,  however,  that  the  claim  of  the 


I  Extracts  from  ParliamenUrj  Reports  of  1828  will  be  giTen,  in  this 
chapter,  to  prove  this. 
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public  on  the  banks  is  payable  on  demand,  whilst  the  claim  of 
the  banks  on  the  pnblic  is  on  paper,  averaging  a  period  of  two  or 
three  months,  vhioh  gives  the  public,  in  periods  of  financial  difii- 
eolty,  a  orashing  adTsntage  over  the  banks.  This  advantage, 
however,  is  one  which  canses,  In  each  times,  a  destractive  reac- 
tion on  the  pabUc.  Banks  and  their  enstomers  are  alike  cmshed 
by  this  system,  in  seasons  of  alarm  or  commercial  revulsion. 

The  Scottish  system  of  banking,  so  fiur  as  it  rests  upon  cash 
eredits,  has  some  very  different  aspects  from  the  system  referred 
to  above.  If  the  banks  of  Scotland  have  granted  five  millions 
sterling  in  these  credits,  ihey  are  liable  to  be  drawn  upon  for 
that  amount,  at  the  pleasure  of  the  persons  holding  the  credits ; 
but  to  be  drawn  upon  only  for  their  bank-notes,  for  that  is  the 
agreement.  If  the  holders  were  to  demand  gold,  it  could  be 
refused,  and  the  accounts  could  be  closed.  The  banks,  in  fact, 
pay  their  notes  only  to  those  who  draw  upon  these  credits.  If 
the  notes  were  drawn,  and  the  gohl  demanded  for  thciii,  the 
banks  could  not  refuse;  hut  they  can,  at  pleasure,  close  the 
credit  accounts,  and  demand  immediate  payment  of  all  that  has 
been  drawn  out  upon  them.  The  banks  of  Scotland  have,  then, 
an  actual  practical  demand  npon  the  public  fur  an  amount  as 
•  large  a«  the  public  have  on  them,  with  the  advantage  to  the 
bankf?,  tiiat  their  claim  is  all  in  their  own  hands,  and  can  bo 
made  in  a  few  hours,  whilst  the  demand  of  the  public  on  the 
banks  is  scattered  over  a  wide  surface,  and  cannot  be  concen- 
trated upon  them  for  many  days.  The  holder  of  a  cash  credit 
in  Scotland  is  at  all  times  at  ^  mercy  of  the  bank,  which  oan 
afford  to  be  liberal,  because  it  is  never  in  danger. 

To  a  considerable  exttot,  banking  in  Scotland  ia  conduoted 
as  elsewhere,  and  it  is  susceptible  of  employing,  and  does  em- 
ploy, every  good  devioe  of  Snglish  or  .Ameriean  banking.  In 
Scodand,  the  fund  employed  in  payment  of  debts  is  not  derived, 
ehiefiy  as  in  England  and  the  United  Statee,  ftom  the  proceeds 
of  discounted  paper,  but,  in  a  large  measure,  from  the  open  cash 
credits.  This  fhnd  is  not  based  uppn  aetual  business  transac- 
tions, or  upon  commodities  which  have  actually  changed  hands 
in  the  channels  of  trade.   It  is  a  facility  of  payment  granted  in 
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advance  by  the  banks.  The  holders  of  these  credits,  in  the  pro- 
gress of  their  business,  have  tho  rhoico  of  paying  for  what  they 
purchase  in  bank-notes  drawn  out  upon  their  credits,  or  of  taking 
the  longest  credit  they  can  obtain,  and  then  paying  in  notes 
drawn  from  the  banks  upon  their  credits.  Individual  credits  are 
as  commoTi  in  Scotland,  and  perhaps  more  so,  tliaii  elsewbm. 
It  is  usual  there  to  take  acceptances  for  small  amounts  sold  on 
credit,  and  to  collect  them  through  the  banks.  The  facility  of 
payment  fornifilied  by  the  cash  eredits  makes  renewals  of  credit 
less  common,  and  greatly  aids  ptmetuaUty,  espedally  in  the 
lower  branches  of  trade.  They  are  a  resource,  and  a  means  of 
payment,  ever  ready  at  the  command  of  the  holder.  The  notes 
issued  upon  them  p^form  the  same  functions  of  payment  in  cir- 
ciilation  which  the  notes  of  other  banks  do.  If,  in  England,  the 
enstomer  of  a  bank  is  dented  a  disoonnt,  the  proceeds  of  which 
wonld  have  been  employed  in  paying  a  debt,  and  that  debt 
remains  unpaid,  a  oircnlation  of  notes  is  arrested  or  pr«- 
Tented,  wi^  yery  disastrous  results  for  many  individiials* 
One  hundred  poimds  thus  pat  in  circulation  in  bank-notes  or 
deposits  may,  in  a  few  days,  pay  £1000 ;  but,  stopped  at  the 
beginning,  it  may  cause  to  the  persons  interested  in  that  circa- 
Ittdou  a  loss  of  perhaps  several  hundred  pounds.  The  bank 
in  England  acts,  in  refusing  a  discount,  with  especial  reference  to 
its  own  position  and  interests,  and  perhaps  with  necessary  pru- 
dence. The  banks  of  Scotland,  anticipating  the  friction  of  ibis 
separate  movement  of  business  in  the  banks,  and  business  out 
of  the  banks,  have,  as  a  preventive,  advanced  credits  to  tbeir 
eostomers  for  a  large  sum,  upon  which  they  can  rely,  and  for 
the  use  of  which  they  have  to  make  no  special  application  to  the 
banks.  Thus  a  large  fund,  applicable  for  payments,  and  subject 
to  be  drawn  as  a  deposit  or  paid  out  in  bank-notes,  is  placed  by 
the  Scottish  liiinks  at  the  discretion  of  their  customers,  and 
thr()n:^h  tlicin  at  the  .service  of  the  public,  for  which  no  applica- 
tion is  required,  and  about  the  use  of  which  there  is  no  uncer- 
tainty. That  these  credits,  thus  employed,  preveut  a  vast 
amount  of  currency  friction,  is  demonstrated  by  the  undeniable 
success  of  Scotch  baoking,  and  the  great  progress  of  that  counti'y 
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in  wealth.  We  have  already  adverted  to  the  siifcty  of  the  debts 
arising  upon  tliis  practice  of  the  hanks  :  tliis  safety  does  not  rest 
\^hoIly  upon  the  specifti  securities  taken  when  the  credits  are 
granted. 

If  the  banks  of  Scotland  have  granted  five  millions  sterling 
Qf  credits,  from  two  to  three  millions  would,  according  to  the 
average  of  their  use,  be  drawn  from  the  banks  all  the  time :  that 
]8|  the  average  amount  out  of  the  banks  would  be  about  that 
proportion.  For  each  sum  drawn  by  any  l^lder  of  a  credit,  we 
may  assume  that  he  either  paid  a  debt  incorr^  for  property 
previously  purchased,  or  made  a  purchase  of  commodities  just 
received.  Thus,  the  two  or  three  millions  sterling  at  any  time 
actually  drawn  npon  the  amount  of  credits,  have  been  just  as 
much  employed  in  actual  business  as  if  they  were  ^e  proceeds 
of  prondssory  notes  or  bills  of  exchange ;  commodities  have  been 
purchased  or  paid  for  by  the  amount  thus  drawn.  The  commo- 
dities thus  obtained  are  the  means  which  the  holders  of  the 
credits  rely  upon  to  secure  the  amount  of  currency  needful  to 
mdce  good  their  payments ;  for,  though  they  are  not  bound  to 
any  day  for  restoring  the  amounts  drawn  upon  their  credits,  thej 
are  required  to  keep  the  account  active,  as  the  evidence  of  a  pro* 
grcssivc  and  safe  business.  They  enjoy  this  great  advantage,  that 
if  they  sell  a  commodity  within  a  few  days  after  the  purchase  and 
receive  the  cash,  thev  can  return  the  amount  to  the  bank  at 
once,  and  save  all  but  one  per  cent,  of  the  iiiUTc^L  incurred.  By 
the  English  mode  there  is  a  much  greater  expenditure  of  interest; 
for  a  note  once  discounteil,  the  interest  for  the  whole  time  of  the 
paper  is  deducted,  an<l  is  not  to  be  recovered.  For  the  amount 
upon  the  cusli  credits,  the  debtors  arc  not  under  the  strong 
necessity  of  paying  at  any  particular  day ;  but  they  arc  placed 
under  incentives  of  interest  and  prudence,  which,  if  tliey  do  not 
enforce  payment  upon  a  day  fixed,  arc  sufficient  to  secure  prompt 
attention :  the  credit  account  must  be  active,  and  interest  must 
be  saved.  These  motives  are  found  so  powerful,  that  the  credits 
are  not  abused  by  being  converted  into  standing  loans;  the 
banks  of  Scotland  are  not  forced  to  abolish  cash  credits,  because 
*  both  the  di^  of  drawing  and  the  day  of  payment  are  at  the  dis« 
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mtion  of  their  outomen.  They  «re  folly  Beenred  from  the 
abuse  of  this  diBeretion  by  their  power  to  elose  the  aecoimt,  and 
demand  payment  of  the  amoants  drawn,  at  their  pleasure. 

The  Seottish  banks  hare  ultimate  seonrity  for  their  eash 
eredits,  in  the  bonds  they  take  for  that  purpose  with  snbstantial 
names ;  bat  the  real  basis  for  the  issues  of  notes  made  upon 
these  eredits,  in  the  oommeroial  or  banking  aspects  of  the  sub- 
ject, is  the  merehandise  or  oommodities  wUch  the  notes  thus 
drawn  hare  paid  for  or  pnrehased :  with  these,  the  debtors  can 
obtain  currency  to  replaoe  the  amoants  drawn.  The  two  or 
three  millions  of  notes  thus  drawn  upon  the  credits,  and  for 
which  the  banks  are  liable  to  the  public,  have  been  exchanged 
for  commodities,  or  something  for  whicli  there  is  a  demand,  and 
these  commodities  iu  the  hands  of  the  debtors  form  a  real  and 
active-  means  of  repaying  the  banks.  They  form  tlic  true  bank- 
ing basis ;  for  the  bond  with  its  sureties  is  hut  a  precaution 
against  dishonesty  and  abuse,  which  is  but  rarely  resorted  to  for 
payment.  If  it  were  not  rare  that  the  sureties  in  these  cash 
credit  bonds  were  called  upon  for  payment,  the  system  would 
soon  be  discontinued.  It  is  tiiis  real  basis  of  commodities  in 
trade,  and  movements  in  industry,  which  sustains  the  cash 
credits  in  their  benefits  both  to  the  banks  and  their  customers — 
wliich  redeems  the  notes  of  the  one,  and  pays  the  debts  of  the 
others. 

The  demand  f  >r  bnnk-notes  in  Scotland,  notwithstandinn;  tlie 
discretion  allowed  iu  returning  amounts  drawn  uj)0u  the  r-rcilits, 
is  still  great  enough,  for  reasons  already  stated,  to  maintain  their 
value:  this  is  proved  by  their  usurping  the  entire  cirenlation  in 
Scotland.*  The  people  seem  to  desire  nothing  Ix  tter  than  the 
one-pound  notes  of  their  own  banks ;  and  all  the  attempts,  on 
the  part  of  Parliament,  to  reform  their  currency,  and  introduce 

'  A  sovereign  in  Scotland,  aiicurdini^  to  the  remark  of  fi  recent  writer, 
"is  seldom  8een,  except  in  the  card-purse  of  an  old  maid,  or  in  the  cabinet 
of  some  recluse  virtuoso:  and,  iu  one  instance,  a  bank  was  established,  whose 
foundation  was  a  large  amoant  of  guineas  ;  but  they  rOBUlinsd  in  the  bank 
aiidiintDiibed,  aad  wen  only  t«k«a  out  to  be  exchanged  for  eoveieigoi  at 
Ike  tine  of  tlie  new  coinage." — Lawtoaft  Siilor^  of  Banking,  page  435. 
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lavereigoB  instead  of  their  o^d-poond  notes,  has  been  resisted  hyi 
the  whole  nation.  The  circulation  of  bank-notes  in  Scotland  is, 
no  <louht,  quickened  by  the  cash  credit  ejBteiiiy  vrluch.  is  regarded 
by  the  banks  as  one  of  the  most  efficient  rneaa^  of  enlarging  mad 
keeping  up  their  circulation.  The  average  amount  of  bank-aotee 
in  circiUtion  in  Seotland  is  about  four  millions  of  pounds  ster* 
ling ;  the  amount  annually  exchanged  between  the  banks,  at  tho 
Bemi-weeUj  clearing  at  Edinburgh,  is  one  hundred  miUionB; 
and  as  this  does  not  inelode  the  exehangee  of  banks  in  the  same 
eity,  or  the  movanent  of  the  notes  In  and  out  of  the  respeotiTe 
banks,  and  their  branehes,  it  indicates  a  very  active  cironlatioii, 
mvolving  a  large  aggregate  in  the  whole  moTcment.  * 

In  England,  public  men  have  spent  much  tine  in  diaenssing . 
the  questions,  whether  banks  should  be  governed,  in  the  amount 
of  their  sesues,  by  the  foreign  exchanges,  or  by  the  fluotuatioas 
in  quantity  of  bullion  and  coin :  leading  men  have  long  be- 
Heved  that  the  banks  should  establish,  as  a  criterion  of  their 
circulation,  one  or  the  other.  In  SooUand,  the  principle  has 
long  since  been  adopted,  that  the  issues  of  the  banks  should  be 
governed  by  the  course  of  domestic  trade,  and  the  legitimate 
business  of  the  customers  of  the  banks:  the  banks  there  look 
upon  the  movements  of  specie,  and  the  fluctuations  of  the  ez* 
changes,  as  proceeding  from  causes  too  special  and  peculiar  to 
be  admitted  as  indications  of  what  should  detemuAp  thdr  whole 
pdicy,  or  .alfoct  the  wholo  business  of  a  oonntiy.  In  regard  to 
the  rate  of  interest,  the  Scottish  banks  have,  in  tome  degree, 
been  guided  by  the  rates  in  London ;  and  they  have,  therefore, 
raised  the  rates  upon  occasions  of  pr<»nium  in  tho  London 
money-market,  and  this  for  two  reasons  — >  one,  because  it  was  a 
time  ill  which  they  could  increase  their  j)roiitsi  '^^^"1  auolher,  that 
they  might  not  be  troubled  with  applications  for  loans  from 
England.  The  rate  of  interest  is  not  so  much  employed,  as  in 
England,  to  reduce  their  issues ;  for,  in  times  of  pressure,  that 
never  was  the  course  pursued  towards  their  regular  customers. 
They  continue  their  usual  advances  to  their  customers,  through 
every  commercial  pressure  and  disturbance. 

The  superior  working  of  the  Scottish  banking  system,  whether 
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judged  by  its  hktoij  or  its  present  positkniy  Mid  iMnrever  rdno- 
tsBdy  tlie  adsdssion  may  be  uade^  is  inoontestablA.  Bat  few 
fiulnres  of  banks  take  plaee  in  Sootland,*  and  tbese  bave,  for  the 
moat  party  been  disastrous  only  to  tbe  stoekhdders.  The  bants 
of  Seotland  ba^e  aerer  inflicted  any  heavy  losses  upon  the 
people;  they  have  neTer>  directly  nor  indirectly,  spread  disaster 
and  nun  over  tbe  whole  oommnnity  in  which  they  are  placed ; 
they  bare  never  contracted  their  issaes'so  rapidly,  as  seriously 
to  h^jnre  their  onstomers ;  tiiey  have  never  safoed  any  genenil 
diseNdit,  by  wbidi  their  notes  have  been  tbrown  back  upon 
Iben,  1o  the  injury  or  the  cessation  of  business  from  impeded 
circulation.  When  the  Bank  of  England  was  obliged,  in  1797, 
to  throw  itself  upon  the  protection  of  the  government,  and  accept 
from  the  Privy  Council  an  order  not  to  pay  specie,  the  banks  of 
Scotland  asked  no  such  order,  and  made  no  chancre  in  their  mode 
of  busines«*.  Yet  there  was  no  run  for  goltl  upon  the  Scotch 
banks.  This  is  fully  acknowledged  in  tlie  Keport  of  a  Select  * 
Committee  to  the  House  of  Lords,  in  182(3.  "It  is  proved  by 
the  evidence,  and  by  the  documents,  that  the  banks  of  Scotland, 
whether  chartered  joint-stock  companies,  or  private  establish- 
ments, have,  for  more  than  a  century,  exhibited  a  stability  which 
the  committee  believe  to  be  unexampled  in  the  history  of  bank- 
ing ;  that  they  supported  themselves,  from  1797  to  1812,  with- 
out any  protection  from  the  restriction  by  which  the  Bank  of 
England,  and  that  of  Ireland,  were  relieved  from  cash  pay- 
ments :  that  there  was  little  demand  for  gold  during  the  late 
embarrassments  in  tlie  circulation  [in  1825-t)] ;  and  that,  in  the 
whole  period  of  their  establishment,  there  are  not  more  than  two 
or  three  instances  of  bankruptcy.  As,  during  the  whole  of  this 
period,  a  large  portion  of  their  issues  consisted  almost  entirely 
of  notes  not  exceeding  £1,  or  £1  there  is  the  strongest  rea- 
son for  concluding  that,  as  far  as  respects  the  banks  of  Scotland, 
the  issue  of  paper  of  that  denomination  has  been  found  compati- 
ble with  the  highest  degree  of  solidity ;  and  that  there  is  not, 

^  Only  five  or  sis  in  a  century.   Not  more  than  two  have  failed  to  pay  , 
their  depoiils  and  their  oireoIaUon.  The  one  of  1857  may  prove  to  be  one 
of  the  itunL 
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therefore,  wbile  ihey  ere  eondneted  on  tbe  pteeeni  ejetem,  snffi- 
eient  gronnd  for  propoebg  any  alteration,  with  the  fiew  of  add- 
ing to  a  BoUdity  which  has  so  long  been  sufficientlj  eetabiiBhed.*'  * 
The  eooimittee  bear,  in  the  same  report,  emphatio  testimony  to 
the  advantage  of  oash  credits,  and  also  to  the  oostom  of  reoeiTing 
deposits  of  small  smns,  and  paying  on  the  same  about  one  per 
cent,  below  the  corrent  rate  of  interest. 

The  testimony  on  whidi  the  report  is  fonnded  is  printed  at 
length,  and  we  look  upon  it  as  quite  strong  enough  to  extort 
this  favoraUe  opinion,  even  from  those  who  regarded  the  Soot^ 
tish  system  with  no  friendly  eye.  Equally  strong  and*  more 
fully  detailed  statements,  favorable  to  the  Sootoh  banks,  were 
made  in  the  same  year  by  the  witnesses  called  before  the  Select 
Committee  of  the  House  of  Commons— testimony  which  drew 
from  that  committee  an  equilly  decided  opinion,  that  the  Scot- 
tish system  needed  no  present  reform.  The  latter  committee, 
^  of  wbidi  Sir  Robert  Peel  was  chairman,  after  stating  that  they 
regarded  the  chief  inquiry  submitted  to  tiwm  to  be,  whether 
Scotland  should  he  pennitted  to  retain  her  eironlatton  of  bank- 
notes between  £1  and  ^5,  in  the  face  of  the  fact  that  England, 
after  1829,  would  have  no  bank-notes  under  £5,  say  that,  U{)on 
the  evidence  submitted  to  them,  they  "cannot  udvi.se  that  a  law 
fIiouUI  now  he  passed,  prohibiting}:,  from  a  period  to  be  therein 
determined,  the  future  issue  in  Scotland  of  notes  under  £[>,** 
They  further  Bay  that  they  are  "unwilling,  without  stronger 
proof  of  necessity,  to  incur  the  risk  of  deranging,  from  any 
cause  whatever,  a  system  admirably  calculated,  in  their  opinion, 
to  economize  the  use  of  capital,  to  excite  and  cherish  a  spirit  of 
useful  enterprise,  and  even  to  promote  the  moral  habits  of  tho 
people,  by  the  direct  inducements  it  holds  out  to  tlio  mainte- 
nance of  a  character  for  industry,  integrity  and  prudence."' 

It  is  quite  evident,  however,  that  all  these  strong  expres- 
sions in  favor  of  the  Scottish  bankirig  system  are  made,  in  Eng- 
land, vi'h  iireat  mental  reservation.  They  look  upon  it  as 
unsound  in  theory,  and  practicable  only  in  Scotland.  Whilst 

*  See  pages  3  and  4  of  the  Lofde'*Ileport«  1826. 
t  Gommone'  Report^  asine  jear,  pp.  9^11* 
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iSbnty  do  not  questioii  the  tootimony  of  the  witnesses,  they  remain 
onooiiTmeed  of  tlie  general  merits  of  a  system  upon  which  thej 
bestow  sneh  strong  special  commendaiioD.  Both  committees 
hetray  great  apprehension  that  the  one-ponnd  notes  of  Scotland 
will  find  their  way  into  England,  and,  to  some  extent,  displace 
the  metallic  circulation  nndcr  five  pounds,  for  which  they  had 
made  provision  there  ;  and  they  hoth  intininte  that  they  would 
prefer  the  prohibition  of  the  one-pound  notes  in  Scotland,  rather 
than  ju  riiiit  them  any  circulation  in  England.  They  admit  that 
the  liaiik  of  England  suspended  in  1797,  after  having,  since 
1TT7,  is.Hucd  nothing  loss  than  five-pound  notes;  whilst  the  Scot- 
tish banks  did  not  suspend,  upon  a  circulation  of  one-pound 
notes.  They  had  reachetl  the  conclusion,  in  England,  that  the 
currency  under  five  ponnils  should  be  gold;  and  from  that  con- 
clusion Scottish  experience  could  not  drive  them.'  In  Scotland, 
the  views  of  the  people  are  fully  settled,  on  the  subject  of  the 
currency  :  their  system,  which,  by  the  admission  of  all,  has 
worked  wonders  for  the  progress  of  Scotland,  is  one  of  which 
they  only  ask  the  undisturbed  enjoyment.  In  England,  on  the 
topics  of  money,  currency  and  banking,  nothing  is  settled ;  and 
showers  of  books  and  pamphlets  are  poured  out  upon  occasion 
of  erery  oommercial  crisis,  every  renewal  of  the  bank  charter, 
and  upon  every  public  event,  by  which  the  attention  of  the 
people  is  strongly  drawn  to  the  subject.  In  Scotland,  the  topic  iB 
seldom  the  subject  of  agitation,  unless  as  connected  with  some 
of  the  movements  or  projects  of  reform.  In  England,  there  is  a 
proTailing  .prejudice  against  a  paper  omrrcncj,  although  it  is 
largely  employed ;  and  a  preference  for  a  gold  currency  per- 
vades all  classes*  In  Scotland,  the  preference  for  a  paper  cur^ 
rency  is  as  strongly  marked,  in  all  the  channels  of  business. 
Neither  the  rehellion  of  1715,  nor  1745,  nor  the  disturbances 
following  upon  the  French  Berolution  of  1798  and  1797,  which 
stopped  the  Banlc  of  England,  nor  the  grand  crash  among  the 
Bnglish  hanks  in  1825,  could  alarm  the  Scotch  people,  or  pro* 
dnoe  a  run  upon  th^  hanks.  No  currency  of  modern  times  has 

'  Engliah  prido  refused  tbo  lesson  i  English  fairness  let  the  Sootoh  banks 
alone. 
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boeii  more  eSsettfe^  and  low  flveteliag  in  Talne  uid  qoantitj, 
ikuk  that  of  Scotland.  This  k  exprtsalj  admitted  by  ooiimut> 
tees  of  both  Houses  of  the  British  l^liament ;  it  is,  in  faet,  mi» 
deniable^  and  yet  is  regarded  in  England  as  proving  nothing  » 
establishing  nothing  beyond  this,  that  the  people  of  Seotlaod 
ought  to  be  allowed  to  enjoy  it  so  long  as  the  Seoldi  bank-notes 
ean  be  kept  on  their  own  side  of  the  Tweed.  We  refer  to  this^ 
to  show  in  what  a  narrow  spirit  the  subject 'is  eonaideied  in 
England. 

There  are  two  great  lessons  in  onrrency,  tendered  by  long  ex- 
perience and  unquestioned  facts,  from  which  the  English  people 
have  failed  to  draw  the  instruction  they  afford  —  the  banking 
system  of  Scotland,  and  the  history  of  tlic  Jiank  of  England 
from  IT'JT  to  1822.  A  thorough,  able,  and  honest  examination 
of  these  great  lessons  is  yet  to  come  from  the  friends  of  the 
English  system.  Wc  should  not  say  English  system ;  there  is 
no  system  in  England,  unless  it  be  that  of  the  Bank  of  England  ; 
all  else  is  unsettled,  both  in  general  policy  and  private  opinion. 
There  is  a  prevalent  idea  among  statesmen  and  writers  upon 
money,  that  there  should  be  a  broad  basis  of  money  or  gold 
coin,  under  and  as  a  support  to  the  paper  circulation ;  and  it  is 
this  idea  which  banishes  all  bank-notes  under  five  pounds.  Upon 
this  another  opinion  luus  more  recently  grown  up,  and  become  a 
law  in  the  act  of  1844,  that  a  paper  currency,  to  be  perfect, 
should  fluctuate  as  a  gold  currency  w^ould  do,  if  it  were  the  solo 
medium  of  payment.  To  the  mind  of  a  Scotch  banker,  a  greater 
absurdity  could  not  be  presented  in  as  many  words.,  lie  would 
Bay : —  "  What !  when  a  demand  springs  up  for  gold,  in  conse- 
quence of  some  foreign  war,  must  we  so  regulate  the  issues  of 
our  banks,  as  to  reduce  the  currency  of  notes  in  the  same  pro- 
portion that  the  currency  of  gold  h  carried  off!  Rather  should 
we  increase  our  issues,  and  sapply  the  place  of  the  currency 
that  is  exported."  They  know  that  bank-notes  can  folly  dis- 
charge the  functions  of  money,  for  tbcy  see  it  every  day ;  and 
not  only  so,  hut  they  are  certain  that  almost  no  business  of  Scot* 
land  is  carried  on  by  means  of  a  currency  of  gold.  The  Scot- 
tish people  can  never  be  made  to  comprehend  why  their  bank- 
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notoBi  bank  depoiit8,and  oaih  ondito»  ihoold  flvetaftto  in  MMmnt 
ftB  gold  wonld  floetaate,  if  ezoliinTeiy  employed.  These  f<nins 
of  oonreiioy  do  not  come  of  gold ;  they  ue  not  founded  npon  it, 
and  they  have  nothing  to  do  with  it  la  Seotland  they  vndei^ 
ftand,  aa  well  aa  they  do  in  England,  the  nae  of  gold  aa  money ; 
they  know  ita  valvo  aa  a  eomnodity,  but  being  a  eostly  oonio 
modity,  they  do  not  incline  to  employ  it  aa  a  enrrency,  ez- 
eept  80  far  aa  their  bank  emrxeney  fails  of  its  object ;  nor  do  they 
-wish  to  purchase  or  hold  it  as  a  commodity,  except  for  such 
special  purpose  as  may  promise  adequate  advantage.  Their 
system  of  banking  enables  them  to  dispense  with  it  almost 
entirely.  In  this,  they  are  far  from  thinking  themselves  behind 
their  neighbors,  in  intelligence  or  financial  bkill.  Sir  Walter 
Scott,  in  the  Letters  already  referred  to,  on  the  subject  of  the 
reform  in  Scotch  banking  projected  in  England  in  182G,  says, 
in  referring  to  the  oft -repeated  metaphor,  that  gold,  like  "water, 
will  find  ita  level :  —  **A  metaphor  is  no  argument  in  any  in- 
stance ;  but  I  think  I  can  contrive,  in  the  present,  to  turn  this 
water  engine  against  those  who  employ  it.  Scotland,  sir,  is  not 
beneath  the  level  to  which  gold  flows  naturally.  She  is  above 
that  level,  and  she  may  perish  for  want  of  it  ere  she  sees  a 
guinea,  without  she,  or  the  State  for  her,  be  at  the  perpetual 
expense  of  maintaining,  by  constant  expenditure,  that  metallic 
currency  which  has  a  natural  tendency  to  escape  from  a  poor 
country  back  to  a  rich  one."  —  ''In  countries  where  gold  is  in- 
dispensable, it  must  be  obtained,  whatever  price  is  given  for  it 
while  the  means  of  paying  such  a  price  remains." '  Scotland, 

>  See  Third  Letter  otMaUuihi  Malaffrowther  to  the  **  Edinburgh  Weekly 
JoaniaV  V^SP  1^         poaitton  of  the  writer  u  further  Ulastrated  as 

"  If  my  friend  wouM  consult  the  clerk  of  the  Wator  Company,  at  his 
oflBce  in  the  Uoyal  Kxchange  [KJinburgh],  he  would  explain  the  matter  at 
once.  'Let  me  have,'  says  Mr.  Chrysal,  'a  pif  c  of  water  to  my  house/— 
*  Certainly,  sir;  it  will  coat  you  forty  shiilinga  yearly.'  —  'The  devil  it 
will !  Why,  surely,  the  Lawnmiurket  is  lower  thaa  the  Reservoir  on  the 
ObstlehiUf  It  Is  the  oatare  of  water  to  oome  to  a  lereL  What  title  hara 
jm  to  ehaige  me  money,  when  the  element  ie  only  oheying  the  laws  of 
natoN^  and  toeending  to  it*  level  I*-**  Very  tnm  sir/  lepKet  the  clerk} 
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aceotding  to  tbe  news  of  Sir  Walter  Soott,  did  not  employ  a 
gold  cnrrencj,  because  it  had  to  be  parcbased  and  paid  for ;  and 
flbe  bad  no  inducement  to  make  so  expensiTe  a  pnrcbase,  in  tbe 
face  of  a  fact  wbieb  long  experience  bad  tau^t  ber  tbat  abo 
conld  do  better  irHbont  it;  tbat  ber  people  preferred  tbe  biink 
correncj  to  the  >gold.  Tbe  viewa  of  Sir  Walter  Scott,  in  bis 
celebrated  pamphlet,  irere  emphaticallj  seconded  by  bis  comi- 
trjmen  of  eveij  class ;  and  tbej  retained  tbeir  well-tried  paper 
system,  vbicb,  though  conTcrtibla  by  law,  as  in  England,  is  so 
wisely  adjusted,  that  a  ran  upon  tbe  banks  for  gold  or  silver  is 
an  event  which  has  not  ocenrred  for  a  eentory  in  Scotland. 

The  position  occupied  by  banks  in  England  and  Scotland, 
in  the  eyes  of  the  people,  is  widely  different.  In  England,  the 
people  are  taught  to  look  to  the  te-t  ot"  convertibility  of  liabili- 
ties into  gold,  or  pavmeiU  uu  deiiiaud,  as  the  only  right  crite- 
rion of  the  solvency  of  banks;  they  well  know,  nevertheless, 
that  this  convertibility  is  not  possible.  Every  bank  is  regarded 
as  having  undertaken  what,  if  called  upon,  it  could  not  perform; 
and  every  man  is  left  to  exercise  his  discretion  about  the  deirrce 
of  forbearance  he  can  safely  exercise.  In  times  of  coninicrcial 
prosperity,  the  distrust  which  this  view  of  the  banks  generates, 
in  a  greater  or  less  degree,  in  all  mimls  may  be  latent  and  un- 
seen;  but  the  moment  any  cause  of  alarm  arises,  this  di^s^rust  is 
roused  to  fearful  encrjiy  and  action.  Every  man's  apprehensions 
are  nmltiplied  by  his  estimate  of  other  people's  fears  ;  and  in 
England,  as  well  as  in  tlie  United  States,  a  run  upon  the  banks,  to 
some  extent,  is  inevitable  in  a  time  of  commercial  deranirement 
or  disturbance-  When  the  banks  sustain  themselves  upon  such 
occasions,  it  is  often  regarded  as  a  triumphant  proof  of  their 
solidity  and  strengtli,  though  the  merciless  process  by  which  the 

*  but  then  H  wm  no  law  of  &stn«  bn>n|^t  it  to  tbe  Reservoir,  at  a  hutgbt 
which  was  necaasary  lo  enable  os  to  dispene  the  supply  over  the  otty.  On 
tbe  contrary,  h  was  an  exertion  of  art,  in  despite  of  nature.  It  was  forced 

hither  by  much  labor  and  ingenuity.  Lakes  were  formed,  aque  luots  con- 
stniotf'd,  rivers  dammed  up,  and  pipos  laid  for  mnny  mi]<^s,  Witl.out  im- 
mense expense,  the  water  could  navvr  Imvc  been  bruii-^ht  here  ;  and  without 
your  paying  a  rateable  charge,  you  cauuot  iiave  the  benefit  of  iu'" — IbUL 
puge  17. 
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hnkB  defend  liiemselTea^  bj  cfmtracting  the  osrreiiojy  Iim  in- 
flicted losses  upon  indiYidiuils  to  bimij  times  the  amoant  of  ell 
the  ooins  in  the  benks.  Under  the  English  system,  every  attack 
upon  the  banks  is  inevitably  attended  by  an  attack  of  the  banks 
npon  their  costomersi  and,  through  them,  npon  the  irhole  eom- 
mnnity.  To  save  a  million  of  gold,  lying  mMmplojed  in  their 
vaults,  the  banks  will  diminish  the  active  paper  ooixency  two  or 
three,  or  even  ten  millions.  The  banks  of  England  are  looked 
upon,  then,  by  tho  people,  as  iostitntioos  exposed  to  great  risk, 
sad  a9  capable,  in  times  of  commercial  trouble,  of  inflicting  ter 
rible  losses  npon  the  community  in  which  they  are  placed  ;  they 
are  isolated,  each  one  standing  upon  its  own  strength,  and  fre- 
quently as  prompt  to  sactifice  each  other,  in  averting  the  dreaded 
suBpension,  as  to  fall  upon  their  customers  by  the  process  of 
contraction.  In  England  and  in  the  United  States,  an  unappeas- 
able jeuluuiiy  uf  banks  pervades  a  large  portion  of  the  jicople, 
which  requires  little  special  provocation  to  rouse  into  active 
enmity  and  opposition. 

In  Scotland  there  ia  no  jealousy  of  the  banks ;  they  arc  not 
hated  as  monopolists,  nor  distrusted  as  unsafe.  They  stand 
together  as  one  mass,  prepared  to  uphold  each  other  in  every 
danger,  and  to  sustain  their  customers  in  time  of  trial.  The  con- 
tractions  of  currency  which,  in  England,  prove  such  a  severe 
scourge,  the  power  of  employing  which  the  banks  there  regard 
a3  one  of  their  most  important  privileges,  are  unknown  in  Scot- 
land. 

The  Scottish  banks  have,  from  their  commencement,  received 
deposits  as  low  as  XIO,  and  some  even  less,  upon  which  they 
paid  interest  at  about  one  per  cent,  less  than  the  current  rate. 
The  deposits  thus  made  for  the  sake  of  accumulation,  ranging 
from  £10  upwards,  have  for  a  long  period  exceeded  ten  millions 
sterling,  perhaps  they  now  exceed  fifteen.  This  is  the  interest 
whi(;h  the  masses  have  in  the  banks  of  Scotland.  The  confidence 
of  these  depositors  is  so  great,  that,  since  the  introduction  of 
savings  banks  in  Scotland,  the  poor  commence  their  savings  in 
ihem  by  shillings,  and  continue  their  economy,  until  they  hav« 
sncoeeded  in  aeemnnlating  XIO^  which  thej  cany  to  a  bank  for 
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a  regular  dspont  laeeipt  The  Scotch  banks  are  the  pride  of 
the  people;  all  their  spare  money  u  at  mterest  in  them ;  and, 
never  hearing  the  language  of  distmst  or  opposition,  no  fear  or 
apprehension  crosses  their  minds.  No  one  has  ever  heard  of  a 
diflfeolty  in  ooUeetittg  principal  or  interest,  or  in  reinTesting  them 
together.  The  people  know  that  all  the  notes  of  all  the  banks 
are  good  over  all  Scotland ;  and  that,  if  a  snspimoif  irere  raised 
against  any  one  bank,  the  others  vonld  make  a  point  of  giving 
their  own  notes  for  those  sospected.  It  wonld  be  diffionlt  to  find 
a  man  in  Scotland  in  whom  a  donbt  ezisfeed,  or  coold  be  plhnted, 
of  the  entire  seundness  of  all  their  banks,  now  and  hereafter. 
The  system  of  .redemption  semt-weekly  between  all  the  banks,  and 
their  many  local  exchanges,  give  them  snoh  an  ovenright  of  their 
respective  operations,  that  they  have  less  fear  of  each  other's 
solvency  than  the  isolated  banks  of  England.  The  banks  of 
Scotland,  eonsbting  mainly  of  branches  of  a  small  nmnber  of 
banks  sitiated  in  the  chief  towns,  are  governed  bj  a  policy  which 
Is  nniform,  and  equally  designed  for  the  benefit  of  the  whole 
people,  and  the  safety  of  the  banks.  -  This  esprit  da  corps  which 
prevails  among  the  banks  in  Scotland,  has  been  strongly  cen- 
sured in  England  as  likely  to  lead  to  over-issues,  relying  on 
mutual  aid ;  but  it  must  be  noted  that  there  is,  among  the  banks 
tliere,  not  only  a  disposition  to  protect  each  other  in  danger, 
but  an  equally  strong  tendency  to  watch  each  other  at  all  times. 
Their  respective  interests  demand  this,  and  their  close  associa- 
tion makes  thib  watchfulness  effective.  Whilst  all,  therefore,  are 
disposed  to  help  each  one  that  may  need  aid,  all  are  equally  in- 
terested to  restrain  the  tendency  of  any  one  to  go  astray. 

The  complete  success  of  the  Scottish  banking  system,  during 
a  century  and  a  half,  while  it  commands  the  admiration  of  those 
who  study  it  with  proper  attention,  does  not  always  convince 
them  that  it  could,  with  equal  advantage,  be  transplanted  in 
another  soil.  It  miirht  be  long  before  that  confidence  in  banks, 
which  exists  in  Scotland,  could  be  inspired  elsewhere.  A  popu- 
lar writer,  referring  to  this,  says ,  —  "  The  credit  of  one  esta- 
blishment might  be  doubted  for  the  time  —  that  of  the  general 
system  was  never  broi^ht  in  qaestion.   £rea  avarioe,  the  most 
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SDBpioimis  of  passions,  has,  in  no  infltance  I  ever  heard  of,  deeired 

to  compose  her  hoards  by  an  accumulation  of  the  precious  metals. 
The  confidence  in  the  credit  of  our  ordimury  medium  has  not  been 
doubted,  even  in  the  dreaoiB  of  the  most  irritable  and  jealous  of 
human  passions."  If  this  extraordinary  faith  in  bank  cnrrenoy 
is  of  long  growth  in  Sootland,  and  therefore  not  readily  transfer- 
able elsewhere,  there  must  at  least  he  something  in  the  system 
whieh  promoted  that  steady  growth,  and  whieh  warded  off  all 
those  aooidents  and  eommeroial  troubles  whioh  elsewhere  have 
not  only  destroyed  eonfidenoe  in  hanks,  bnt,  through  them,  in- 
fltoted  inealoulable  misehieft  upon  the  people.  It  b  in  this 
aspect  that  the  history,  oonstitution  and  practioe  of  the*  Scot- 
tish hanks  has  not  been  prqierly  studied  out  of  Soodand,  nor 
oTon  in  it.  The  value  of  the  system  is  folly  appreciated  at 
home,  hut  no  Scottish  writer  has  yet  shown  what  elements  in  the 
Ejstem  have  given  it  such  a  large  and  firm  growth.  We  are  hx 
from  competent  to  this  task,  even  if  our  space  would  admit  of  it. 

We  refer  to  one  peculiarity  in  Scotland,  without,  however,  look- 
ing for  its  origin :  it  is  fixed  in  the  minds  of  the  Scottish  people, 
that  whatever  will  fully  perform  the  functions  of  money,  in  pur- 
chase and  payments,  is  as  good  as  money  for  them ;  and,  if 
cheaper  and  more  conyenient,  it  is  to  be  pird'erred  and  employed. 
Such  a  substitute  they  find  their  bank  currency  to  be.  They  see 
and  know  that  it  does  not  perform  these  functions  in  yirtoe  of 
its  being  convertible,  but  that  it  answers  the  end  designed,  like 
a  steam-engine,  because  it  is  properly  devised  for  the  purpose. 
They  know  tliat  men  pay  their  debts  by  balancing  their  books 
of  account,  and  that  the  debts  so  paid  arc  well  and  fully  paid; 
and  they  know  equally  well,  that  the  debts  paid  by  the  agency 
of  their  bank-notes  arc  also  fully  and  properly  discharged.  They 
know  that,  in  all  this,  there  is  no  intervention  of  money  or  the 
precious  metals.  In  Scotland  they  look,  therefore,  upon  coined 
money  as  a  thing  to  be  obtained  and  employed  when  there  is 
need  for  it.  They  are  so  satisfied  with  their  present  modes  of 
payment,  that  they  have  no  more  desire  of  replacing  their  one- 
pound  notes  with  sovereigns,  than  a  man  of  business  has  to  wear 
buttons  of  gold,  or  to  drink  from  vessels  of  gold,  because  it  is 
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a  substance  of  real  value.  In  Scotland  the  people  have  no  fear 
of  their  banking  system  breakinfr  down ;  they  can  see  no  possi- 
bility of  that,  so  long  as  they  continue  their  confidence.  They 
do  not  regard  it  as  resting  upon  gold ;  and  if  the  directors  of  the 
Scottish  banks  were  to  send  their  wliole  stock  of  gold  to  L  jndon, 
reserving  only  what  might  be  needful  for  change,  and  the  sup- 
ply of  travellers  to  England,  it  would  create  no  panic  iioi-  run. 
Thev  know  that  their  banking  system  is  a  device  to  effect  p:iy- 
mcnts  in  their  business,  not  dependent  upon  gold  for  its  power 
or  validity.  In  the  way  of  business,  those  who  have  bank-notes 
are  sure  that  they  can,  at  any  time,  buy  as  much  gold  as  they 
may  require ;  but  they  no  more  think  of  turning  their  bank-notes 
into  gold,  unless  it  is  needed  for  a  particular  purpose,  than 
of  turning  them  into  precious  stones.  Such  is  the  long  and 
deeply-settled  feeling  and  opinion  of  the  Scottish  people ;  and  it 
is  no  doubt  due  to  some  element  in  their  system,  the  inflaenoe 
of  which  has  not  yet  been  sufficiently  understood. 

The  feeling  and  opinion  in  England,  on  this  subject,  is,  as  we 
have  already  remarked,  very  different.  They  look  upon  the  pre- 
eioQS  metals,  but  especially  gold,  as  being  the  only  legitimate 
medium  of  payment.  All  substitutes  are  not  only  to  be  subordi- 
nate to  it,  but  convertible  into  it  on  demand.  It  is  true  that 
notes  of  the  Bank  of  England  are,  by  law,  a  legal  tender » a 
relic  of  the  long  suspension,  the  retention  of  which  has  nerer 
been  officiaUj  explained ;  but  no  doubt  it  is  on  the  ground  that 
the  whole  power  and  means  of  the  government  would  be  applied, 
if  needful,  in  aiding  the  bank  to  pay  specie.  In  England,  the  , 
idea  of  convertibility  is  kept  up  in  eonnectioii  with  all  lands  of 
paper  currency,  and  the  people  have  learned  to  infer  that  the 
effectiveness  of  paper  currencj  is  dependent  upon  its  being  oon- 
vertible.  The  real  office  of  paper  currency,  its  power  and 
eeonomy,  are  lost  sight  of  in  the  absorbing  feding  that  it  should 
be  convertible ;  and  that  being  the  case,  they  attribute  all  the 
efficacy  of  paper  currencies  to  the  fact  of  its  being  payable  on 
demand.  All  its  powers,  as  it  is  regarded,  are  due  to  gold  in 
the  last  analysis.*  Thie  is  to  fully  contradicted  by  facts,  past  and 

<  We  mwt  maind  the  lesder,  that  ws  an  not  argawg  •gsinit  the  pra* 
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ptmmif  M  to  thmm  tliat  the  Bn1]){eot»  from  somo  cmm,  has  not 
reooiTed  s  oandid  oonudentioii.  The  Oleuiog-hooBe  of  London 
k  »  standing  and  nnanawerable  proof,  that  the  great  pajmenta 
of  oonuneree  can  be  made  irith  more  economy  and  dispatch  hj 
the  use  of  seenxitiee,  hooks  of  account^  and  set-ofl^  than  hj  any 
possible  use  of  gold*  This  prejudice  against  paper  correncj  in 
England,  to>  which  tiie  people  are  so  much  indebted  in  national^ 
as  well  as  in  private  aifiurs,  and  which  they  employ  so  largely, 
is  detected  in  every  glance  we  take  at  the  condition  of  the  coun- 
try for  the  last  century  and  a  half.  It  is  seen  in  the  opposition 
to  the  Bank  of  England,  from  its  origin,  in  the  fact  that  the 
paper  of  the  Bank  of  Eu^land  Is  not  reeeiTed  out  of  London 
with  anything  like  the  readiness  with  which  the  notes  of  the 
Sooteh  banks  circnlate.  The  local  banks  of  England  have  but 
a  very  circumscribed  circulation,  whilst  the  notes  of  the  Scotch 
banks  circulate  with  equal  facility  over  all  the  country.  As  early 
as  1777,  £1  and  £2  notes  were  prohibited  in  England.  The 
extreme  jealousy  with  which  tlie  llestriction  of  1797  was  regarded, 
was  seen  in  the  many  contrivances  which  were  resorted  to,  to 
keep  it  in  force  without  appearing  to  give  it  too  full  a  sanction. 
The  iecling  with  which  tlic  measure  was  viewed  maybe  gathered 
from  the  publication  by  Lord  King,  in  1803  and  1804,  from  the 
Report  of  the  Earl  of  Liverpool  to  the  King  in  1805,  from  the 
speeches  of  the  Opposition  in  Parliament,  but  more  fully  from 
the  Bullion  Report  in  1810,  and  the  discussions  which  followed^ 
both  in  ami  out  of  Parliament.  The  jealousy  of  paper  currency 
is  seen  in  tlie  ititerrogatoried  propounded  to  bankers  and  mer- 
chants by  the  Parliamentary  committees  which  have,  at  various 
times  during  the  last  half  century,  had  the  subjects  of  money, 
banking  and  credit  beforo  them.  The  witnesses  from  Scotland 
before  the  Committee  of  Banks  of  Issue,  in  1841,  were  pressed 
with  qaestioDS  in  regard  to  their  exclusive  paper  corren<7,  in 

priety  or  necessity  of  convertibility  as  a  check  upon  banks,  for  that  is  a 
question  which  must  be  coQsiderenl  by  itself;  but  we  are  insisting  that  con- 
vertibility is  not  the  ground  upoo  which  the  effectiveness  and  power  of, 
paper  currency  rests. 
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Usms  ifhkh  clearly  rereal  the  doubts  of  the  interrogators.' 
After  a  very  full  defenoe  and  explanation  of  the  system  of  cur- 
rency had  been  given,  they  were  asked,  in  every  manner  in 
which  the  qnestioii  could  be  varied,  whether  the  issue  of  paper 
did  not  in  some  way  beoomc  a  capital,  and  whether  the  abund- 
anoe  of  the  paper  currency  did  not,  as  money  or  capital,  affect 
prices.  The  witnesses  all  replied  in  the  negative ;  they  well 
knew  that  such  was  not  the  fact,  for  the  whole  circumstances  and 
results  were  before  them.  They  did  not  succeed  in  explaining  why 
prices  were  not  affected,  in  a  manner  to  satisfy  rainds  so  prepos- 
sessed as  theur  interrogators.  As  this  question  is  often  asked,  with- 
out being  properly  answored»  we  offer  an  explanation  whick  should 
never  be  omitted  in  that  inquury,  whatever  else  may  be  brought 
to  bear  upon  it.  Whenever  the  paper  curren<^  issued  by 
banks  is,  by  tkeir  system  of  banking,  in  oontuiual  and  effective 
demand,  it  has  no  undue  effect  upon  prices,  or,  in  other  words,  it 
has  no  tendency  to  depredate,  by  which  prices  would  seem  to  be 
increased.  IVhen  all  tlie  issues  of  a  bank  are  in  demand,  to  pay 
debts  to  the  bank  maturing  evety  day,  thereby  producing  a 
daily  current  of  the  notes  to  the  bank,  they  do  not  affect  prices, 
because,  being  in  constant  demand  to  pay  for  purchases  already 
made,  they  can  have  little  influence  upon'  current  prices.  Theur 
functions  are  not  to  originate  new  business,  but  to  acfjust  that 
which  is  past ;  they  are  subject  to  an  imperative  and  absorbing 
demand,  which  prevents  thdr  free  action  on  prices.  Prices,  as 
we  shall  explain  in  a  chapter  on  that  subject,  are  not  so  much 
made  in  reference  to  currency  or  money,  as  in  refeieuce  to  the 
feelings,  opinions  and  estimates  of  men  of  business.  The  great 
purchases  and  siilcs  of  industry  and  trade  arc  nearly  all  mado 
upon  the  individual  credit  of  the  dealers,  who  are  not  governed, 
in  fixing  the  price,  by  the  quantity  of  money,  so  much  as  by 
the  probable  demand,  the  needs  of  consumption,  and  other  like 
considerations ;  purchases  and  sales  being  made  ou  the  security 
of  individual  paper,  are  not  dependent  upon  the  quantity  of 
money. 


'  Second  Report  oa  Banks  of  Isiiue,  pp.  174-5. 
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Bat  apprelmuioiia  about  paper  imwDoy  eren  find  pUee  ia 
the  minds  of  inteUi^nt  men  in  Scotluid.  In.  referring  to  an 
inatanoe  of  this,  we  offer  a  word  of  explanation  to  that  class  of 
men,  wlio,  though  intelligent  and  unprejudiced,  look  upon  paper 
ctnrency  aa  something  uaaabstantial,  dangerous,  and  onlj  to  be 
tolerated  for  a  time,  and  until  something  better  can  be  obtained. 
Wc  find  the  following  passages  in  tlie  account  of  The  Scottirili 
Banking  Institutions,"  drawn  up  by  WiHiaui  Cliainber^,  for  his 
*'Book  of  Scotland."  It  is  the  best  popular  account  of  these 
banks  wo  have  found,  and  will  repay  the  reader  for  a  careful 
perusal. 

"  The  remarkable  fact  of  so  many  persons  trading  on  borrowed 
capital,  in  such  a  limited  country  as  Scotland,  can  give  but  an 
inadequate  notion  of  the  superficiality  of  wealth,  and  the  hoUow- 
ncss  of  tlie  apparent  riches,  and  easjr  circumstances,  of  many 
individuals  in  this  country.    .    .  . 

"So  complicated  is  the  curious  mechanism  of  credit,  which  is 
interwoven  throughout  the  wliole  fal»ric  of  si^olct y,  that  were  the 
thick  veil  torn  aside,  which  is  at  present  thrown  over  its  various 
workings,  a  scene  of  spectral  pecuniary  capacity  would  be  ex- 
hibited, which,  while  it  would  alarm  the  political  economist, 
would  horrify  and  astonish  those  who  usually  look  no  deeper 
than  the  surface  of  affairs.  But  though  paper  money  has  been 
decidedly  the  moving  cause  of  such  a  result,  it  must,  neverthe- 
less, not  be  viewed  in  the  light  of  an  instrument  of  evil ;  and  we 
have  no  doubt  that,  by  adhering  to  a  certain  mode  of  manage- 
ment, the  banks  will-  eventnaliy  be  the  means  of  ina^itating  a 
solid  for  a  spcciovs  wealth.  ... 

"  1%6  Seoteh  notes  were  isaaed  only  as  a  svoeedaneom,  until 
a  certain  quantity  of  solid  wealth  was  generated ;  and  the  qtm- 
lion  ihenee  arises,  whether  the  nation  has  yet  arrived  at  that 
predae  epoeh  when  their  serviees  can  be  dispensed  trith.  This 
is  an  exeeedin^  nice  pomt  of  hiqniry ;  but  we  do  not  despair 
4if  answering  it  satis&ctorily.  Judging  dispassionately  of  the 
present  oonditioii  and  proapeets  of  the  nation,  we  are  satisfied 
that  the  tisM  has  net  eome  when  the  Scotch  could  do  without 
notes ;  but  we  are  equally  convinoed,  that  the  extension  of  their 
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MttOM  WMj  be  ttteaded  vitfa  great  danger.   The  oovntrj  BCfw  * 
eigoys  a  suffieieii^  of  real  and  repreeentaliTe  capital  fit  f<nr  all 
Qflefal  pnrpoaee."  •  •  . 

'*That  an  epooh  is  steadily  and  gradually  adraDeing,  whea 
the  iiKmey-lwoldng  operationa  of  ScoRlali  bankers  will  oeaae  to 
be  of  mommt,  no  one  who  is  aoquainted-  wA.  the  inereaaing 
aocanmlation  of  wealth  will  be  able  to  denj.  The  banks  ha?e, 
in  the  course  of  >-cars,  been  redneing  the  rate  of  interest  they 
offer  for  money,  just  as  it  is  becoming  more  plentiful ;  and  such 
a  procedure  tells  very  explicitly,  that  ere  long  moneyed  nm 
•will  more  frequently  lay  out  their  capital  on  speculations  of  their 
own,  than  lend  it  to  others  to  do  so  tiiiough  the  intervention  of 
banks.  At  proscnt,  the  interest  of  two  per  cent,  will  gradually 
sink  to  one,  then  to  a  half  per  cent.,  and  finally  to  nothing. 
^Vhcn  it  reaches  this  point,  it  will  be  a  pregnant  proof  that  the 
wealth  of  Scotland  is  on  a  tolerably  secure  footing,  and  that 
the  notes  have  nearly  realized  the  intention  of  their  creation.**' 

These  extracts  are  taken  from  an  account  which  places  a  very 
high  estimate  upon  the  banks  and  banking  system  of  Scotland. 
In  the  midst  of  the  highest  appreciation  appear  these  qualifying 
paragraphs,  which  show  that  the  author  did  not  fully  under- 
stand the  nature,  power  and  necessity  of  paper  currency ;  and 
that  he  could  not,  therefore,  adequately  appreciate  its  value  to 
the  industry,  trade  and  progress  of  a  country.  As  similar  mis- 
givings occupy  other  minds  in  Scotland,  and  prevail  largely  in 
Englarifl,  we  shall  attempt  to  remove  at  least  a  part  of  the  mis- 
appreliensioii  on  which  these  doubts  are  founded. 

There  is  a  plain  distinction,  universally  understood,  between  a 
tract  of  land  and  the  mortgage  which  is  granted  upon  it.  The 
one  is  the  land,  the  other  is  a  security.  There  is  a  like  distinc- 
tion between  a  hundred  bales  of  cotton  and  the  note  of  #4000 
with  which  it  is  purchased ;  the  note  is  merely  a  secority.  If 
^  the  value  of  the  mortgaged  land  is  $5000,  and  the  mortgage 
given  is  for  that  amount,  it  cannot  be  said  that  the  capital  in* 
Yolved  is  doubled^  the  land  and  the  moKtg^e  being  eadi  wovtk 

*  Ciuuabm'  JMl  of  So»Um4  PP*  m. 
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f5000.  There  is  no  increase  of  capital.  So,  vhen  a  hundred 
bales  of  cotton  are  sold,  and  a  note  for  $4000  is  received  upon 
the  delivery,  no  increase  of  wealth  or  capital  has  taken  place. 
The  cotton  may  be  the  subject  of  many  subsequent  sales,  and 
each  time  for  a  larger  sum,  but  no  increase  of  capital  results 
from  tliesc  changes  of  ownership.  The  notes  taken  arc  all  mere 
securities.  The  property  for  which  they  were  given  is  not  of 
safficient  value  to  pay  them  all  at  the  Bame  time ;  but,  if  pro- 
perly managed,  as  it  created  all  these  securities,  so  it  can  be 
made  to  pay  them  all.  The  illustration  is  very  simple,  if  we 
suppose  the  cotton  to  have  passe;!  through  half  a  dozen  or  more 
hands,  and  to  have  corac  back  to  the  original  owner.  It  has 
created  securities  to  the  amount  of  $24,000,  all  which  can  be 
discharged  by  the  last  purchaser  paying  the  first  seller.  The 
intermediate  creditors  will  give  up  tlieir  securities,  to  be  acquitted 
of  their  debts.  If  any  of  the  notes  thus  given  should  be  carried 
to  a  bank,  and  exchanged  for  its  notes,  they  cannot  properly  be 
called  either  capital  or  money.  The  bank  cannot  make  money 
out  of  paper ;  it  cannot  make  of  paper  anything  but  securities. 
Their  assumed  convertibility  nay  give  them  additional  oredit, 
but  it  cannot  make  them  money.  They  are  promises — vnder- 
takings  to  be  paid  in  money,  if  not  otherwise  adjosted.  It  ia 
the  same  with  bank  deponta,  on  vbieh  the  depositor  can  dmw 
at  pleasure;  they  are,  in  every  proper  sense,  securities,  not 
money.  If  it  were  otherwise,  money  could  be  manofactiued  at 
pleasure  by  individnab  and  banks. 

.  The  yearly  product  of  the  industry  of  a  country,  when  sent 
into  channels  of  trade,  foreign  or  domestic,  is  the  annual  eontri* 
hotion  of  labor  and  capital  to  its  wealth ;  and  if  ,  in  a  large  pro- 
portion, represented  by  the  personal  seenrities  taken  upon  sales 
as  th^  ooenr.  The  eomiaodities  are  bought  and  sold,  and  by 
this  nwsns  distribnted ;  the  payments  aoeming  lirom  these  tnuu^ 
aotioiis  are  reserved  for  specid  management.  The  amounts  to 
he  paid  are  Ibimd  in  the  secarities  which  the  parties  took  as  tha 
endeaces  of  debt  and  credit,  and  as  neoessaiy  for  their  safety. 
When  property  is  sold  more  than  once,  there  are  motives  and, 
interests  which  ensure  a  good  secnrity  upon  every  ndo.  It  may 
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Be  snppdaad  tbat  mry  man  ¥ho  pftrts  irith  property  for  s  seen-* 
ritj,  wiU  ezerdae  tbat  judgment  and  oantion  which  maj  be 
expeeted  of  every  one  aeting  fat  his  own  mtereBt.  For  tiie 
whole  mais  of  aeenntieB  eitant  at  any  one  tune,  there  is  the 
basis  of  an  the  eommodities  for  wMch  they  were  given ;  and 
eommoditieSy  like  money,  will  pay  debts,  if  they  drenlate  as 
often  as  they  change  hands.  Every  new  secority  to  which  the 
resale  of  a  commodity  gives  rise,  will  pay  the  debt  created  by 
the  preceding  sale.  If  A.  sells  to  B.,  an<l  B.  to  C,  B.  can  use 
the  security  received  from  C,  and  throu^li  the  bank  pay  his 
debt  to  A.  The  commodities  .then  travel  through  the  rc;.'ul:u- 
channels  of  trade,  until  they  reach  their  final  destination  ;  the 
securities  founded  on  them  are  employed  to  pay  and  extinguish 
each  other  by  every  way  wliich  the  various  devices  of  the  credit 
system  offers.  The  most  cflcctivc  of  all  the  processes  of  the 
credit  system,  in  this  adjustment,  is  founded  on  the  fact  that,  to 
a  very  large  extent,  the  whole  body  of  creditors  are  aL>o  debtors; 
that  is,  the  holders  of  securities  received  in  the  course  of  busi- 
ness are  indebted  upon  securities  given  hy  them  in  the  course  of 
business.  The  banks  furnish  in  their  notes,  bj  their  deposit 
system,  and  upon  their  books,  in  modes  we  have  fully  explained, 
a  method  of  setting-off  or  fully  diseharging  these  mutual  debts. 
"Whatever  opinions  parties  may  form  of  each  other's  obligations, 
they  are  all  on  a  par  on  the  books  of  the  bank ;  the  securities 
are  there  all  equalized,  and  one  debt  is  made  as  good  as  another ; 
that  is,  the  deposits  are  equally  available,  however  different  the 
notes  discovnted.  Every  debtor,  with  this  facility  afforded  him, 
can  pay  bis  own  debts  with  the  debts  which  others  owe  him.  No 
currency  in  the  world — none  can  be  conceived  safer  and  better 
than  that  which  parties  mutually  indebted  thus  employ.  It  is 
paying  debts  with  debts;  it  is  exchanging  credits  for  credits; 
and  the  whole  proceeding  is  perfectly  volantary.  Those  between 
whom  it  takes  place,  are  those  most  concerned ;  and  they  prefer 
this  to  any  other  mode  of  adjustment.  It  suits  those  not  imme* 
diatelj  concerned,  becanse  these  mntoal  debtors  are  the  holder* 
of  the  chief  ardoles  of  oonsnmption,  and  their  transactions  throw 
into  dreolation  a  large  amount  of  bank  oomnoy,  whieh  the 
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people  at  large  receiTe  m  nmey,  and  employ  at  moiiej,  net 
only  in  ihe  ^Usebarge  of  debts^  bat  jn  tbe  purobaae  ef  anj 
re^nired  article  of  consnmptioii. 

This  is  what  is  constantly  going  on  in  Scotland,  in  England, 
and  in  the  United  States,  and  in  all  other  countries  of  active 
industry  and  trade,  where  commercial  confidence  and  personal 
integrity  exists  in  a  dc^i^ree  sulTicicMt  to  warrant  it.  Men  who 
can  make  tlieir  purchases  upon  credit,  can  never  bu  induced  to 
keep  on  liaiul,  or  carry  gold  or  silver  to  pay  cash  down.  The  ' 
interest  vn  deferred  payments  is  the  same  as  the  interest  lost  by 
keeping  and  employing  coins.  The  substance  of  this  mode  of 
proceeding  is,  that  men  give  their  individual  paper  for  commodi- 
ties of  trade  ;  this  individual  paper  is  converted  into  bank-notes, 
or  bank  deposits,  which  pass  into  circulation,  and  become  the 
very  means  or  currency  with  which  these  commodities  can  he 
purchased,  saving  the  use  of  money.  Gold  could  not  become  so 
plentiful  as  to  make  it  inexjiedicnt  to  transact  business  in  this 
way.  The  risk,  trouble  and  expense  of  a  gold  currency  is  such, 
that  it  can  never  supplant  the  credit  system.  If  the  "Hank  of 
England,  oven  now,  were  permitted  to  issue  one-pound  notes, 
they  would  rapidly  take  the  place  of  sovereigns. 

What,  then,  is  the  ground  of  the  doubts  and  fears  above 
expressed?  When  the  " borrowed  capital,"  the  ''superficiality 
of  wealth,'*  the  hoUowness  of  apparent  riches,"  is  spoken  of, 
tbe  writer  forgets  that  the  paper  money  he  oeea  in  circulation 
was  set  in  motion  by  some  value  of  labor,  or  its  products,  and 
that  there  is  an  actual  basis,  not  of  gold  and  silveTi  but  of  some- 
thing more  needed,  under  that  paper.  W^hen  the  man  who  holds 
a  cash  credit,  takes  from  the  bank  £100,  and  purchases  oommo* 
dities  with  it,  those  oemmodities  are  the  basis  of  that  issue,  and 
they  will  sell  for  enough,  ordinarily,  to  redeem  the  notes,  or 
their  equivalent.  In  Scotland,  the  whole  of  the  annual  product 
of  industry  is  purchased  for  consumption  and  export  with  tho 
notes  of  individuals,  convertible  into  bank-notes,  or  directly  with 
the  bank  cnrreni^  of  the  country;  what  is  resold  in  Scotland,  . 
is  resold  for  that  currenqy ;  what  is  sent  abroad,  is  sold  for  what 
will  redeem  an  eq^nivalent  in  that  currency.  There  is  no  borrow 
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ing  of  eaidtal  In  tbis^  objeetionable  m  theory  or  in  pnketioe ;  on 
the  contrary,  it  in  a  mode  of  bnsineflB  tliat  is  likely  to  prevail  in 
proportion  to  llie  integrity,  intelligenee  and  indnatry  of  l3ie 
people.  Tbere  is  nothing  superfida),  nothing  hollow  in  it.  lAke 
other  good  thmgSi  it  may  be  abased ;  bnt  what  is  right,  and 
what  is  abuse,  shoold  be  earefolly  disttngnished.  The  advan- 
tages of  this  system  are  so  great,  that  tbcy  are  seised  upon,  to 
the  fnO  extent  they  are  aeoesstblo,  by  all  trading  people. 

This  writer  thinhs  that  if  the  thiek  veil  whioh  covers  the 
various  workings  of  the  eompHoated  mechanism  of  credit  were 
torn  away,  it  wonld  reveal  a  speetre  wl^h  wonld  horriQr  those 
who  look  no  deeper  than  the  snrfaee  of  things.  DonbHess,  the 
rending  of  this  veil  wonld  display  some  things  which  wonld  hor> 
rify ;  but  it  would  also  reveal  the  power,  beauty  and  efficacy  of 
the  credit  system,  and  show  what  a  piighty  fabric  is  thus  built 
upon  human  confidence  and  commercial  honor ;  it  would  show 
that  the  losses  and  abuses  by  this  system  bear,  after  all,  a  very 
minute  proportion  to  the  vast  amount  of  transactions  effected  by 
its  means.  Tiio  economy  of  the  credit  system  covers,  many 
times  over,  all  the  injuries  suffered.  The  great  effort  siiould  be, 
not  to  break  it  down,  but  to  prevent  its  abuses,  and  improve  its 
processes.  The  credit  system  will  be  as  solid  and  reliable  as 
anything  human  can  be,  when  properly  organized  and  protected. 
Nothing  in  Scotland  has  been  more  free  from  fluctuations,  no- 
thing connected  with  their  institutions,  political,  social  or  reli- 
gious, has  been  more  firm,  in  every  Mpect,  than  their  banking, 
the  chief  instrument  of  their  credit  system.  It  is  because  the 
working  of  the  mechanism  of  the  credit  system  is  not  seen,  that 
it  is  not  more  fully  confided  in  and  appreciated.  Its  operations 
are  so  vast,  that,  to  many  who  do  not  look  below  the  surface, 
tbcy  appear  inflated  and  hollow,  because  they  cannot  conceive 
how  sucli  iimiiense  sums  can  be  paid  without  money.  This  ap- 
parent inilatiou  and  hollowness  disappear,  when  it  is  considered 
that  it  is  nothing  else  than  making  commodities  pay  for  commo- 
dities—  enabling  men  to  use  their  credits  in  paying  their  debts. 
In  their  mutual  dealings,  men  may  have  transactions  to  any 
amount;  their  business  may  require  and  adjust  the  whole  on 
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tbeir  books  of  aoooimt :  tbese  doalings  aug^  be  ragtrded  as  im- 
jumdent,  if  all  bad  to  be  paid  in  gold  or  silver:  tbeir  traasao- 
tfons  migbt  wppetiit  inflated,  bellow  and  dangerous,  if  broagbt  to 
the  oriterion  of  their  ability  to  paj  in  eoin.  Bat,  in  the  simple 
mode  of  pajmeni  theyadi^ti  tbeir  payments  are  as  good  as  gold 
or  silver  conld  nake  than.  There  is  no  good  reseon,  tbeii»  fiir 
the  allegation,  that  the  bank  oorrency  of  Sootland  is  only  a 
snceedanenni  —  a  preliminary  step  in  the  progress  to  more  sub- 
stantial wealth.  The  time  can  never  eome  when  Scotland  wHl 
intoodoee  a  gold  currency  in  place  of  paper,  on  account  of  her 
inoreased  wealth.  If  her  wealth  were  tenfold  what  it  is  now,  it 
would  -still  be  the  best  mode  of  effecting  the  same  objects :  the 
Scottish  people  have  now  tenfold  the  wealth  they  possessed  a 
century  ago,  yet  they  show  no  disposition  to  lay  aside  the  sim- 
ple, economical  and  sure  processes  of  their  baukiug  system.  It 
matters  not  to  wliat  low  rate  interest  may  fall,  in  the  future 
abundance  <if  aeeumulated  means,  so  long  as  what  is  purchased 
must  he  paid  for,  so  long  as  men  give  mutual  credit  for  mutual 
convenience,  so  long  as  the  payments  of  trade  are  as  now 
mainly  separated  from  the  movement  of  the  commodities,  so  long 
the  Scottish  men  of  business  will  find  it  for  their  advantage,  and 
for  the  benefit  of  the  whole  country,  to  avail  themselves  of  the 
facilities  furnished  by  their  banks,  and  of  the  working  of  the 
credit  system.  The  wealth  of  Scotland  is  now  as  secure  as 
that  of  any  country;  and  this  free  use  of  credit,  more  than  any 
other  thing,  has  contributed  to  this  result.  Its  advantages  will 
neither  be  overlooked  nor  surrendered  for  any  possible  use  of 
gold  or  silver  coins  —  articles  which  the  Scottish  people  will 
never  purchase  or  retain  largely,  simply  because  they  are  very 
expensive  ;  and  tliey  have  learned  to  make  their  exchanges  of 
commodities  and  mutual  services  without  them. 
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BE0ULAII0N8  EOSL  EXCHANGE  Of  SCOTCH  BAN&BES' 

NOT£S. 

Tbe  fbUowiag  it  *  mpy  of  the  nguIsttiMHi  of  tiie  btakt  fn  eMhanging 
each  other't  Mitt,  dated  Edkborgfa,  29th  June,  1835 
"  1.  Tb«  esehangc  shall  ooatioae  to  be  settled  twice  a  week,  on  Toasdajt 

nml  Fri'lnr?',  and  fur  Glasgow  on  Wednesdays  and  Saturdays;  the  notice 
and  amount  o[  the  description  of  notes  held  to  be  given  hy  th*}  rcspoctivo 
banks  at  hall-past  nine  o'olock,  a.  u.,  and  the  balances  to  bo  paid  before 
M  o*«lo«k  tilt  wtm  dfty. 

"S.  Th«  p»7iiimto  aluiU  be  nttde  in  Siditqner  bills,  Bank  of  England 
notes  of  the  Talno  of  £100  or  upwards,  or  gold,  at  the  option  of  the  pajer» 
it  being  understood  that  Bank  of  Eoghuid  notes  shall  oalj  be  emplojsd  te 
pay  the  fractional  pnrts  of  Cli'OO. 

"3.  The  Kxchequer  bills  J^hall  be  filled  np  in  fivor  of  the  bank  which 
maj  be  the  original  holders,  and  shall  bear  the  distinguishing  mark  of 
**  Edinburgh  Bzehange  Bill,"  showing  that  they  belong  to  the  Edinburgh 
•zehanges,  and  are  not  intended  to  be  need  Ibr  anj  other  parposot  and  shall 
be  received  and  paid  at  pur,  with  the  interest  that  maj  be  dae  when  tho 
trnnsfeT  takes  place. 

"4.  The  amount  of  Exchequer  bill^  to  be  kept  in  the  cirole  is  fixed  at 


j&400,000,  to  be  applied  as  follows:  — 

Bunk  of  Scotland.   £68,600 

Bojral  Bank   09,0410 

Brilisli  Linen  Co   50,000 

Sir  Wm.  Forbes  A  Co  ^   50,000 

Commcroud  B«ak  ...........«>..                       ........  50,000 

National  Bank..  ....«..........*.........*........«......  £0,000 

Leidi  Bank  rt.  „   15,000 

nin.'^nw  I  nion  ^-"^   35,000 

Weistern  Bank   25,000 


and  each  bank  so  to  arrange  their  transactions  as  to  maintain  their  quota 
in  the  circle  at  all  times. 

*'  5.  The  Exoheqner  bills  to  be  of  the  ?a1tie  of  £1000  each. 

*'6.  The  amount  of  Exchequer  bille  held  by  each  bank  shall  be  stated 
eyery  exchange  day,  in  the  ctearing-room. 

"  7.  As  the  Exchequer  bills  may  bo  expected  to  accumulate  with  some 
of  tho  banks,  and  to  be  wanted  at  others,  it  shall  be  imperative  on  the  par- 
ties F()  situated  to  sell  or  buy  Exchequer  bills ;  that  is  to  say,  the  party 
holding  the  greater  amount  of  Exchequer  bills  shall  be  bound  to  soli  to  tho 
party  in  want  of  them  what  may  be  required  for  the  legitimate  purposes 
of  the  exohanges ;  but  it  shall  not  be  impeiatiTe  on  that  party  to  sell  n 
giMtor  amonnt  than  what  will  ndnoo  tiitir  stook  to  tho  original  quota. 

(442) 
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"  8.  Interest  tball  Im  pdd  for  mghk  dsjt,  equal  at  preient  to  one  ahil- 

Ung  per  cent,  upon  the  purchase  and  snic  of  Exchequer  bills  from  tbe 
banks,  by  a  draft  on  London  at  five  daja'  date,  tbe  purohaaer  also  paying 

the  stamp. 

"9.  Tbe  bills  put  in  circulation  are  to  be  nearly  of  tbe  same  date,  so  far 
aa  la  eonaittent  with  tbeee  regdatione,  and  to  be  eent  np  finr  exohange  be- 
fore dne,  and  new  ones  are  to  be  provided«  of  a  later  daj,  eo  ae  to  keep  up 
the  etoek  in  the  eiroleb  and  no  adveitfeed  bille  are  to  be  need  in  the  ez- 

changes. 

10.  The  Exchequer  bills,  within  a  vrcek  after  the  government  notice 
appears  in  tbe  Gazette,  are  to  be  given  up  to  tlio  original  holders,  upon 
reeeiTiog  other  bills,  not  advertised,  with  a  draft  ou  Loudon,  Bank  of  Eng- 
land notes,  or  gold,  at  the  option  of  the  holders  of  the  adverdsed  bills. 

**  11.  The  seventh  regulation  will  tend,  in  a  great  degree,  to  equalise  the 
amount  of  Exchequer  bills  among  the  different  banks;  but  if  Exehoqner 
bills  shnulil  novenholess  accumulate  in  the  hands  of  a  party,  so  as  to  ct- 
cet'd  their  ori;:inal  quota  by  more  than  one-third,  they  shall  have  the  power 
to  call  upon  the  party  holding  the  smallest  amount  to  purchase  the  excess ; 
that  is  to  saj,  the  ezeese  above  their  quota  plus  one-third.  Bat  it  shall  not 
be  Imperative  on  any  party  to  take  more  than  ie  required  to  bring  up  their 
Btoek  to  two-thirds  of  the  ori|pnal  amount  In  this  way  the  fluetuation  in 
the  amount  of  Exchequer  bills  among  the  different  banks,  which  is  an 
essential  parfof  this  arrangement,  ncf'd  never  permanently  excno«]  one-third 
more  and  one-third  less  than  the  original  quota  of  each.  The  terms  of  pur- 
ch.aso  to  bo  the  same  as  in  tbe  eighth  article. 

"12.  The  exchanges  are  to  be  made  at  the  Bank  of  Scotland  and  Boyal 
Bank  alternately,  who  reolprooally  undertake  to  pay  to  those  banks  who 
are  creditors  in  the  ezohange  the  Exchequer  MUe,  Mils  of  exchange,  Banb 
of  England  notc9,  or  gold,  received  from  those  banks  who  are  debtors  in 
tbe  exchange.  But  the  Bank  f»f  Scotland,  and  the  Royal  Bank,  shall  not, 
iKir  shall  cittier  of  them,  be  in  any  way  responsible  for  the  exchange  trans- 
actions or  othervviye  soever. 

"IS.  The  statement  of  balances,  after  they  are  stroek,  to  be  sent  to  the 
respeeUve  banks,  from  the  elearing>room,  by  th^r  derks,  and  tbe  derka 
of  the  bank  creditorB  to  be  In  waiting  to  receive  tbe  amount  duo  to  them 
ot  12  o'clock.  The  British  Linen  Company  shall  send  to  the  Bank  of  Scot- 
land and  Royal  Bank  alternately  a  statement  of  their  exchanf^p  transac- 
tions, signed  by  the  manager.  The  clerk  to  bring  over  E\clir.[u»'r  bills. 
Bank  of  England  notes,  or  gold,  for  payment  of  any  balance  tliat  may  bo 
due  by  them,  and  to  receive  Exohequor  bills.  Bank  of  England  notes,  or 
igeld,  for  suoh  balances  as  may  be  due  to  them  on  the  day's  Imnsaetions. 

"  14.  Any  bank  party  to  this  agreement  to  have  the  poirer  of  withdraw- 
ing from  it,  and  receiving  back  their  Exchequer  bills  at  par,  upon  giving 
three  months'  notice."  —  LamoiCt  Uisiorji  <{f  Banking,  pp.  422-5. 
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TUS  BASK8  OF  THE  UNIIED  8TAIB8. 

I  1.  Banks,  afjendes  or  iiistniments  of  pai/mciU  —  Disctissionn  awl  dijfet^ 
ence  of  vuws  —  Banks  are  dealers  in  credits  —  General  toaiter  of  payment 
in  «peew  JPViiul  for  payment  made  hy  diaeouniing  netee — Bank$  oftiorfr 
their  cwn  iseuee—I^roeeu  exetn^ified — Tke  demand  for  bank  ewrremeg 
makes  it  good  —  ComviodHies  of  trade  held  5y  detdore  to  the  banks  —  Are 
sold  io  j)ny  the  banks  —  Buuk  currency  fhe  medium. —  T^e  com  mnd ides  the 
basis;  (he  indlvid'/a!  and  Jjank  paper  mere  serurifirs  and  means  of  adjust- 
ment —  Circulation  and  deposits  of  Keio  York  banks  m  1857  — Daily  pay- 
ment —  Bank*  nf  the  United  States  —  Deposits,  thmr  agmey  —  Slle  5ifnfa 
pay  and  art  paid  in  their  ctm  eii rrency,  and  by  ihie  fumieh,  to  a  eertaim 
extent,  a  eafe  medium  fbr  ciretdation — Mutual  ddntt. 

The  subject  of  banking  lias  been  one  of  growing  intcroRt  for 
several  centuries.  When  the  Bank  of  Venice  was  the  only  insti- 
tution of  the  kind  in  Europe,  it  was  little  known ;  its  operations 
MB  an  inatitution  of  credit,  and  an  active  agent  in  the  payments 
of  commerce,  were  undentood  by  few  out  of  the  republic.  The 
known  fact,  tiiat  the  owners  of  the  public  debt  transferred  their 
claims  on  the  public,  in  whole  or  in  part,  at  pleasure,  did  not 
suggest  the  magnitude  of  the  commercial  payments  effected  at 
the  bank  by  these  transfers.  While  those  who  were  uninitiated 
regarded  these  transfers  at  the  bank  as  mere  changes  of  invest- 
ment, by  which  some  sold  and  others  purchased  portions  of  the 
public  debt  —  others  knew  that  the  fond  thus  transferred  was 
the  chief  medium  of  coramerctal  payments,  rerymuoh  the  largest 
portion  of  whtdi  were  thus  effected.  As  it  was  then,  so  it  is 
neoessary  now,  to  look  de^r  than  the  mere  surface,  to  ascer- 
tain the  real  fimetiotts  of  banks*  To  verj  manj,  a  bank  is 
looked  upon  onlj  as  an  institution  enjoying,  by  charter,  the 
priTilege  of  issuing  and  lending  bank-note*  as  a  currency. 
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Kearlj  all  the  dimssioiiB  tipon  btnkbg,  and  nearly  all  the 
l^gialation  upon  .that  Bubjeet,  prooeeda  from  this  point  of  tiow* 
And  what  anbjeet  haa  been  more  largely  diaeiUBed  in  the  United 
Btates    what  more  the  anbjeet  of  legislation  than  banking  ? 

It  18  not  from  this  point  of  view  we  now  regard  this  topia 
We  intend  merely  to  consider  banks  of  einmlation  as  agendas 
of  payment.  In  thdr  exercise  of  that  agency,  the  bank-notes 
have  bnt  a  small  part*  In  the  aspect  jost  mentioned,  in  which 
the  banks  hare  been  generally  regarded,  there  are  few  sobjects, 
the  discnssion  of  which  has  elicited  wider  differences  of  opinion. 
Language  has  been  scarody  adequate  to  express  the  bitterness 
of  oppositioa  and  dislike  towards  banks,  on  one  side,  and  the 
admiration  and  eulogy  of  them,  on  the  other.  This  discnssion 
has  scarcely  paused,  in  this  country,  for  the  last  half  century. 
Our  legislative  halls,  during  that  period,  have  seldom  passed  a 
year  'without  devoting  more  or  less  time  to  this  fruitful  theme. 
Every  order  of  talent  has  been  applied  to  it,  and  every  grade  of 
practical  knowledge  has  been  employed  upon  it.  That  know- 
ledge has  been  increased,  and  ttiat  opinions  have  been  multi- 
plied, is  very  true ;  but  opinions  are  as  conflicting  as  ever,  and 
tho  main  questions  remain  unsolved.  Opposers  of  banks  are 
found  of  every  grade,  from  the  mildest  objectors  to  those  who 
would  banish  every  bank  from  the  country,  and  allow  no  cur- 
rency but  gold  or  silver :  and  friends  of  banks,  from  those  who 
think  that  the  banks  might  be  legislated  into  some  shape  or  con- 
'dition  in  wliich  they  would  be  cndnrablo,  to  those  who  would 
make  banking  as  free  as  farming  or  shoemaking.  These  parties 
view  the  subject  from  different  points,  and  of  com-se,  never 
having  the  same  facts  before  them,  can  never  reach  the  same 
conclnsions.  But,  as  not  unfrequently  happens  in  soeh  cases, 
there  is  much  that  is  correct  in  the  views  of  both. 

We  shall  attempt  neither  to  reconcile  these  opinions,  nor  to 
weigh  the  arguments  of  either  party :  but  endeavor  to  show  what 
the  banks  do,  and  how  they  do  it.  If  we  could  do  this  as  it 
should  be  done^  it  wonld  not  be  difficult  to  find  ample  justifica- 
tion for  the  opposing  opinions  to  which  we  have  adverted.  The 
banks  of  the  United  States  are^  pfoperly  speaking,  dealsn  uk 
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mdit.  So  far  m  their  capital  is  paid  up  in  gold  or  silver*  it  is 
reserved  as  a  security  for  their  circulation,^  1$  is  a  rare  thing 
that  a  bank  lends  gold  or  silver.  Their  business  consists  mainly 
in  purchasing  comraercial  paper  —  that  is,  the  evidoncos  of  debt 
taken  by  men  of  business  in  the  ordinary  course  of  their  afiairs; 
in  paying  for  that  paper  with  bank-notes,  or  with  credits  granted 
ttpon  their  books ;  in  reoeiving  upon  deposit  their  own  notes, 
and  claims  or  transfers  upon  other  banks;  in  allowing  a  con- 
stant transfer  of  deposits,  in  the  way  of  payment,  among  their 
customers  and  those  with  whom  they  deal.  The  banks,  then, 
are  not  lenders  of  money,  though  compelled  to  pay  their  obli- 
gations in  money.  They  are  founded  on  the  idea  that  an  saso- 
eifttion  of  men,  with  *  paid-np  capital,  and  a  corporate  existence, 
is  entitled  to  a  higher  credit  than  individuals ;  and  that  the  latter 
might  find  it  greatly  for  their  advantage,  to  avail  themselves,  in 
their  business  transactions,  of  this  superior  credit. 

We  have  seen  that  the  credit  system  rests  upon  the  fact, 
that  the  business  of  purchasing  and  selling  commodities  is  sepa- 
rated from  the  business  of  payments ;  and  upon  the  farther  fact, 
that  the  oommodi^  which  men  sell  are  made  to  pay  for  those 
they  purchase.  So  far  as  credits  and  payments  are  concerned, 
it  is  a  main  object  of  every  man  to  apply  his  credits  to  pay  his 
debts ;  to  employ  what  is  due  to  him  by  others  in  discharging 
that  which  he  owes  to  others.  The  main  agency  in  this  is  the 
banks.  It  is  well  known  that  all  the  large  transactions  of  busi- 
ness are  made  upon  the  credit  of  the  parties  concerned  in  them  ;* 
that  the  great  staples  of  the  country,  as  well  as  foreign  goods  in 
large  quantities,  are  bought  and  sold  upon  individual  credit. 
The  market  value  involved  in  every  transaction  is  expressed  in 
money  of  account,  and  appears  on  the  face  of  the  bills  of  ex- 
change and  promissory  notes  which  the  purchaser  give?*,  and  the 
seller  takes,  as  cviilencc  of  the  debt  incurred  and  credit  given  in 
each  case.  These  evidences  of  delit  and  credit,  wliich  represent, 
in  various  shapes,  the  market  vnlue  of  t)ie  commodities,  foreiu^n 
and  domestic,  as  they  move  in  the  channels  of  trade,  are  the 
very  articles  in  which  it  is  the  object  and  proper  business  of  the 
banks  to  deaL   The  parties  to  these  evidences  of  debt^  or  this 
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oommercial  paper,  having  delivered  and  reoaTed  the  commodi- 
ties upon  which  the  credits  and  indebtedness  are  alike  founded, 
have  the  remaining  duty  of  payment  to  fnlfiL 

By  the  laws  of  the  United  States,  every  sneh  creditor  has  the 
right  to  demand  payment  in  gold  or  silver ;  and  no  State  can, 
by  the  terms  of  the  constitution,  take  away  this  right.  But  this 
right  is  waived  in  bnsinees  to  such  an  extent,  that,  out  of  the 
retail  trade,  not  one  per  cent,  of  the  payments  are  exacted  or 
made  in  gold  or  silver  coin.  The  reason  is  obvions  and  simple. 
Men  extensively  engaged  in  commercial  and  industrial  pnrsiuts 
are,  by  the  very  natnre  of  their  bosinees,  both  bnyers  and 
sellers — both  debtors  and  eredit<Hrs.  It  b  important  to  pay 
tiwir  debts,  and  realize  their  credits,  with  the  least  tronble,  ex* 
pense  and  waste  of  time  possible.  When  any  two  of  them  have  . 
nnitnAl  accounts  against  each  other  on  thdr  books,  they  compare 
and  balance  them :  of  course  debts  so  paid,  and  credits  so  real- 
ised, are  as  satisfactorily  paid  and  realised  as  if  gold  had  passed 
on  each  transaction.  So.  each  man  of  business  indebted  upon 
promissory  notes  and  bills  of  exchange,  and  holding  such  paper 
of  others  for  debts  due  to  him,  is  only  desirous  of  applying  his 
credits  to  his  debts.  He  never  thinks  of  looking  for  gold  or 
sttver  to  effect  a  discharge  of  his  debts,  and  as  little  does  he  . 
think  of  exacting  such  payment  from  those  who  are  indebted  to 
him.  This  mode  of  payment  is  at  once  inconvenient,  hazardous, 
expensive,  and,  if  attempted  by  only  onc-tcntli  of  the  dehtors, 
"Would  he  impossible.  It  does  not  enter,  therefore,  into  the  thoughts 
of  business  men ;  they  perfectly  understand  the  proper  sphere 
of  coins  and  bullion,  and  know  that  they  arc  necessary  only  in 
the  retail  trade,  and  in  payment  of  national  or  territorial 
balances.  Nothing  is  better  settled  and  acquiesced  in,  than  this 
universal  >vaiver  of  payment  in  the  precious  metals.  No  sane 
man  of  business  is  willing  to  exact  that  with  which  his  debtors 
cannot  possibly  comply,  and  that  with  which  it  would  be  equally 
impossible  for  him  to  comply,  if  it  were  exacted  of  him.  Debts, 
then,  though  all  payable  in  lawful  money  of  the  United  States, 
are  very  seldom  so  paid,  because  they  cannot  be  so  paid,  and  if 
they  could,  they  would  not  be  so  paid.   It  is  every  way  more 
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advantageous  for  men  to  apply  tlicir  credits  to  the  payment  of 
their  debts,  and  that  is  what  coostitatefl  the  crowning  prooesa 
of  the  credit  system. 

The  banks  of  the  United  States  are  the  chief  agencies  in  thig 
mode  of  payment.  They  offer  the  means  and  facilities  of  pay- 
mentwbick  the  parties  to  this  btisiness-paper  require.  They 
receive  this  paper,  having  some  months  to  run  to  maturity,  and 
deducting  interest  for  the  time,  gire  the  parties  bank-notes,  or  a 
credit  on  their  books  for  the  proceeds.  This  is  not  turning 
individual  notes  into  money,  it  is  simply  turning  them  into  pro- 
missory notes  of  the  bank,  or  deposits ;  these  being  of  higher 
credit,  and  fitted,  from  the  manner  in  which  they  are  issued,  to 
be  used  as  a  currency  or  a  medium  of  payment.  The  real  basis 
of  the  individual  notes  discounted  by  the  bank  is  the  commodi- 
ties whieh  the  persons  giving  the  notes  received.  These  per^ 
sons  contracted  debts  to  the  several  amounts  of  their  notes,  and 
against  these  debts  they  bold  the  purchased  commodities.  They 
offer  the  goods  thus  purchased  to  the  public,  and  expect,  from 
tiieir  sale^  to  realise  the  means  of  paying  the  debts.  The  dis- 
oounted  paper,  therefore,  exhibits  on  its  face  the  true  mar- 
*  ket  value  of  the  commodities  purchased  by  it ;  and  the  bank- 
notes, or  bank  credits,  given  for  this  individual  paper  have  the 
same  basis,  with  the  added  guarantee  of  the  bank.  All  bank- 
notes and  bank  credits  issued  upon  real  business-paper  are  vir^ 
tuallj  issued  for  commodities  actually  moving  in  the  regular 
diaonels  of  trade.  The  purchasers  of  these  commodities  expect 
to  realise  enough,  by  their  eale^  not  only  to  pay  for  them,  but  a 
profit  beside. 

It  is  this  process  which  is  continually  absorbing  bank-notes, 
and  retummg  them  to  the  banks.  The  sellers  of  goods  recmve 
the  paper  of  the  purchasers,  and  dispose  of  it  to  the  banks, 
taking  therefor  bank-notes  and  bank  credits,  the  latter  of  which 
they  employ  in  paying  their  debts,  and  the  former  pass  into 
cirtulation  in  the  retail  business,  and  in  this  way  soon  reach  the 
hands  of  the  debtors  of  the  banks,  to  whom  they  are  always  as 
valuable  as  the  equivalent,  or  same  nominal  amount  of  gold  or 
silver,  and  even  more  desirable,  because  they  pay  debts  to  the 
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bank  equally  well,  and  with  less  trouble,  expense  and  hazard. 
The  debtors  of  the  banks  are,  then,  the  special  holders  of  the 
commodities,  upon  the  sale  of  which  their  debts  are  founded ; 
and  they  offer  these  same  goods  to  the  public  for  the  same 
amount  of  bank-notes  to  which  their  sale  gave  origin ;  these 
goodrt  should  be  adequate  to  redeem  the  bank-notes,  or  to  bring 
as  much  money  as  will  redeem  them.  A  dealer  who  purchases 
from  a  miller  1000  barrels  of  flour,  at  ^4.50,  gives  his  note  at 
three  months  for  $4500 ;  the  miller  carries  this  note  to  bank, 
and  receives  for  it  the  promissory  notes  of  the  bank  to  the 
amount  of  $4430 ;  if  the  dealer  sells  his  flour  at  half  a  dollar 
per  barrel  profit,  he  will  receive  3^000,  eooqgh  to  pay  the  hanky 
and  leave  a  profit  for  himself.  Ue  can  hare  no  better  currencj 
in  vhkh  to  pay  the  bank  than  its  own  notes,  and  the  bank  can 
do  no  better  than  to  receive  payment  in  its  own  obligations* 
The  people  who  consume  flour  need  to  look  no  further  for  a  cur- 
rency good  enough  to  buy  flour,  than  these  promissory  notes  of 
the  bank;  for  they  are  as  readily  received  by  the  dealer  in 
flour,  as  ooins  of  gold  or  silver.  What  is  true  of  flour,  applies 
to  every  other  article  of  general  consumption.  The  business  of 
the  banks  and  their  customers  embraces  the  whcde  round  of  the 
articles  of  trade,  and  of  the  products  of  industry. 

Let  us  suppose,  for  the  purpose  of  illustration,  that  the  dealer 
in  flour,  instead  of  giving  his  note  for  f4500  at  three  months, 
^ves  900  promissory  notes  drawn  by  himself,  payable  in  three 
months,  each  for  95 ;  that  the  credit  of  the  dealer,iogether  with 
the  endorsement  of  the  miller,  isi  snllcieiit  to  give  these  small 
notes  free  current ;  that  the  miller  pays  them  out  to  the 
fanners  for  wheat,  and  that  these  pay  them  to  the  mechanics, 
manufacturers  and  merchants  with  whom  they  deal;  and  that, 
finally,  these  classes  pay  them  to  the  dealer  for  flour,  an  article 
of  necessity  for  alL  The  dealer  in  flour  can  receive  no  better 
currency  than  his  own  notes  for  the  amount  of  his  debt  His 
profit  of  $500  will  be  realised  in  money,  or  in  something  equally 
satis&ctory.  The  cases  above  supposed  are-  similar  in  sub- 
stance, the  difierence  being  that,  in  the  first  oase^  the  bank 
29 
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issues  the  small  notes,  and  in  tiie  latter,  the  drawer  of  tke  note 
for  which  the  bank  exchanges  its  issues. 

We  may  employ  the  same  parties  for  a  further  illustration. 
Suppose  the  dealer  in  flour,  after  giving  his  note  in  September 
at  three  months,  for  (4500,  sells  the  flour  to  several  parties  in 
October,  and  receives  their  several  notes  at  three  monthSi  for 
^2500,  $1500,  and  for  $1000.  These  notes,  maturing  a  month 
later  than  the  note  for  ^500,  are  not  applicable  to  its  pay- 
ment, and  wHhont  some  special  device  or  facility,  afford  no  help 
towards  that  payment ;  but  the  bank  furnishes  the  device  and 
the  facility.  The  bank  holds  the  note  for  ^600,  payable  in 
X)eeember,  and  application  being  made,  it  discounts  the  three 
notes  at  the  instance  of  the  dealer  in  flour,  ftnd  gtres  him  credit 
On  its  books  for  the  proceeds.  Upon  these  proceeds  standing  to 
his  eredit,  under  the  name  of  deposits,  the  floor  dealer  gives  his 
lAeck,  in  December,  for  9^500,  and  retires  bis  note. 

If  the  banks  in  any  oommnnity  ba?e  disoonated  notes  to  the 
amount  of  a  million,  averaf^g  sixty  days  to  maturity,  grantbg 
therefor  eredits  to  the  amount  of  t09O,O(M),  they  will  prompdy 
give  np  any  or  all  the  notes  going  to  make  up  the  milEon,  for  a 
return  of  tliar  credits  to  the  amount.  The  banks  give  nochmg  for 
the  notes  discounted  but  credits  on  their  books :  what  Haj  gave 
for  the  notes  they  are  willing  to  reonve  in  kind  for  them.  The 
profits  of  the  bank,  beiug  the  interest,  for  which  they  issued  no 
eredits,  must  of  course  be  paid  when  the  notes  are  retired.  The 
»iin  bustness  bf  the  banks  consists,  then,  in  purchasing  oommer- 
eial  securities  and  evidences  of  debt,  paying  for  them  with  their 
own  notes  and  bank  credits,  and  deducting  the  interest  for  their 
profit.  In  doing  this,  they  not  only  furnish  a  medium  of  pay- 
ment in  which  these  commercial  securities  can  be  discharged,  but 
a  currency  which  may  be  employed  in  the  interval,  before  it  is 
applied  to  the  extinction  of  these  debts.  What  chiefly  makes 
this  currency  available  and  effective  is,  that  there  is  an  active 
and  urgent  demand  for  it,  to  the  whole  amount  due  to  the 
banks ;  that  is,  for  more  than  all  the  banks  have  issued.  This 
demand  is  active,  urgent,  daily,  unremitting :  the  notes  in  bank 
are  maturing  daily,  and  the  demand,  therefore,  never  flags: 
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eTery  day  h.us  its  payments,  which  are  to  be  eflfected  with  moQcy 
or  the  issues  of  the  banks.  The  Utter,  in  any  community  where 
there  arc  banks  of  circulation,  being  the  ohi^  madiom  of  -  pay* 
BMOty  is  the  medium  most  in  demand. 

We  have  8]u)wa  tliat,  in  all  cases  where  the  notes  diiooanted 
by  the  bai^  wwe  gLWu  hj  tim  makim  of  them. for  wnmoiitim 
of  daily  use  and  consmmption,  these  commodities  are  imme- 
diate^ offered  to  the  public  for  bank-notes,  or  checks  on  bank 
deposits,  aa  th^  proper  fvnd  with  which  to  paj  the  diseowitad 
noteSi  The  eoaiBoditieSy  hj  their  .sale^  giro  origin  to  proaus- 
soiy  iMies;  the  promissory  notes  give  riie  to  the  bank-notes 
and  eredits;  these  become,  in  thoir  tarn,  a  medium  with  whieh 
pwnebase  the  commodities;  and  the  bank-notes  and  hsak 
credits  comii^  th«8,  bjeireolationy  into  the  bands  of  the  debtors 
are  reiomed  to  the  baaks  in  payment  of  the  dia* 
coasted  notes.  This  is  a  tscj  aSmpIe  and  sound  prsoess  sf  pay- 
SMDt;  the  difloonnted  notes  are  feiadsd  en  the  narkek  ysIm  of 
aetnal  oemmodities,  and  of  eooise  the  same  basis  is  beaeatli  the 
bank-notes  and  bank  credits;  and  the  purchaser  finally  pays 
his  debt  by  the  sale  of  the  commodities  en  acDoant  of  which  his 
liability  was  incnned.  If  a  dealer  issaes  1000  five^dofiar  notes 
dxawn  by  hiauel!;  for  1100  barrels  of  fleor,  and 'sells  the  floor 
for  $5  a  barrel,  his  own  notes  will  make  a  good  mediam  of  pay- 
ment»  to  the  extent  of  1000  bsrrela.  The  remainiug  100  barrels 
are  his  preit,  and  must  be  paid  for  in  money,  or  what  is  equally 
satisiaetoiy.  The  transaction  is  the  same,  In  sobstace,  when 
the  bank  intervenes;  tim  bank  iamus  the  small  notes,  or  credits, 
and  beoomss.  the  owner  of  the  oote  giTon  by  the  dealer.  The 
latter,  sells  the  floor,  and  thos  obtains  the  notes  of  the  bank, 
with  which  he  pays  his  own. 

This  process,  or  what  b  substantially  the  same*  as  the  basis 
of  a  large  proportion  of  the  real  business  between  the  banks, 
their  customers  and  the  public.  There  are  other  processes  by 
which  payments  are  effected  through  the  banks,  equally  legiti- 
mate and  economical,  some  of  wliich  may  not  be  ci{iially  safe  for 
the  public.  Let  us  suppose  that  i*  miller  sella  to  a  dealer  1000 
barrels  of  flour,  for  $5000 ;  that  the  latter  sells  the  same  flour  to 
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another  dealer  for  35250,  and  he  to  anotlier  for  ^5500 ;  and 
that  it  is  retailed  by  the  latter  at       ur  for  a  total  of  §6000 : 
in  this  case,  three  promissory  notes  arc  issued,  respectively  for 
$5000,  $5250,  and  for  85500,  making,  in  all,  ;$15,750  of  whole- 
sale transactions,  Itesidea  the  amount  for  which  the  flour  iras 
retailed,  $6000.    If  these  three  notes,  having  an  average  of 
sixty  days  to  nm,  were  all  discounted,  bank-notes  and  bank 
credits  to  the  amount  of  $15,5d8  would  bo  issued  o&  the 
besis  of  the  1000  barrels  of  flonr.    This,  at  first  glance,  may 
aj^iear  to  be  an  over-issae.    But  each  of  tbeee  persons  w1m> 
parted  with  that  quantity  of  flour  for  a  mere  promise  to  pay, 
most  have  deemed  the  purchaser  to  be  good,  and  his  promise 
reliable,  and  so  must  the  bank  which  dieoounted  the  notes.  Two 
parties  besides  the  bank,  deeply  interested  in  being  right  and 
caatioQS,  have  acyndged  these  notes  to  be  good.  The  process  of 
payment  is  simple.    The  bank  has  issoed  notes  or  credits  to  the 
amovnt  of  $15^9$,  and  holds  three  notes,  amoonttng  togethor 
to  $16,7^ ;  the  makers  of  these  three  Botes  most  eitiber  retnni 
an  equivalent  in  the  issues  of  the  hank,  or  the  money.  The 
debtor  of  the  note  for  $6000  has  the  proceeds  of  his  sale  for 
$5250  to  his  credit,  and  wiih  this  he  pays  and  takes  up  his 
note :  so,  also^  the  debtor  of  the  f6S60  has  the  proceeds  of  his 
sale  for  16500  at  his  credit,  and  with  this  he  retires  his  note: 
and,  finally,  the  debtor  of  the  &ote  of  $5100  gitthefs  op  the  pro- 
ceeds of  sales  at  retail,  in  the  ihape  of  bank-notes  or  credits, 
and  pays  off  the  note  remaining  in  the  bank  for  $5500.  Tbos 
tbeee  notes  provide  the  medium  by  which  they  may  all  be  paid, 
for  every  note  implies  a  debtor  of  suSdent  credit  to  pnrchtse 
property  on  the  fiuth  of  his  simple  promise  to  pay ;  and  every 
discount  by  a  bank  impliec  a  confidence  of  the  bank  that  the 
drawer  or  aoceptcnr  of  the  paper  had  ability  to  redeem  the  issues 
of  the  bank  to  the  amount,  or  pay  in  money. 

In  cases  where  banks  discount  paper  not  given  for  property 
transferred  at  the  time,  it  is,  or  should  be,  on  well-grounded 
confidence  that  the  maker  of  the  paper  has  tlie  power  or  means 
of  ledeeming  from  the  hands  of  the  public  an  cjual  amount  of 
the  iesued  of  the  bank.    The  bauka  being  large  holders  of  indi- 
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vidual  paper,  either  discounted  or  deposited  with  them  for  ool- 
IsotioD,  they  ore  of  course  constantly  looked  to  for  the  means  of 
payment ;  and  a  credit  oa  Um  books  of  a  bank,  granted  by  tbe 
bank,  or  derived  from  another  quarter,  being  all  that  is  nqviredf 
it  is  earnestly  sought  for  that  purpose.  Where  there  are  many 
bMiks,  and  large  transaetioBB  in  business  and  npon  eiedit,  the 
norement  of  these  payments  in  banks,  and  the  eolueqiient 
nevement  of  bank  credits  or  depoeite,  become  far  too  oompH- 
eated  to  be  followed  up  by  any  procen  of  analysis.  One  great 
feature,  liowev«r,  must  ever  be  prominent,  and  that  the  most 
eieotive  of  all  in  sustaining  the  present  banking  system ;  that 
is,  that  cTery  debtor  of  m  bank  is  an  aetire  agent  in  poroharing 
and  retoming  to  the  bank  its  notes  and  credits ;  that  the  issues 
of  the  banks,  whether  notes  or  credits  on  their  books,  are  more 
•▼atlable,  eouTenient  and  economical  for  these  debtors,  than  the 
legal  currency  of  coins.  They  are  more  abundant,  more  easily 
ebtained,  and  equally  effective.  It  is  this  which  gives  to  bank- 
iM$tes  and  hmk  credits  their  efficiency  and  rapidity  of  move- 
ment. The  amount  of  the  eircniation  of  the  New  York  banks 
averaged  over  $8,000,000  in  1857,  and  the  deposits  averaged 
over  $87,000,000.  These  constitute  the  medium  in  which  the 
payments  of  the  City  of  New  York  are  ehiefly  made.  With 
ih^e,  there  is  a  daily  payment  to  be  made  of  from  $30,000,000 
to  $50,000,000,  and  they  are  quite  capable  of  making  that 
amount  of  payments  each  day,  for  both  notes  and  deposits  may 
be  paid  many  times  during  the  day.  It  is  veiy  safe  to  assume 
that  over  $30,000,000  of  city  bank-notes  and  deposits  are  paid 
each  business  day  in  New  York.  There  is  a  demand,  then,  upon 
these  notes  and  deposits  in  every  week,  for  payments,  to  the 
amount  of  $200,000,000,  and  ia  every  month  for  $800,000,000. 
This  demand  daily,  ■weekly,  monthly,  constantly  pressinsr  upon 
a  fund  of  bank-notes  and  deposits,  which  mav  at  no  time  exceed 
$100,000,000,  is  certainly  active  and  pressing  enough  to  keep 
up  the  value  of  a  fund  so  much  used,  and  so  indispensable  to  the 
men  who  have  8200,000,000  to  pay  every  week. 

That  these  sums  are  far  within  the  actual  daily  j)ajincnts  of 
New  York  is  apparent  from  tho  operations  of  the  Clearing- 
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house.  The  amount  cleared  daily,  in  1857,  was  over  ^20,000,000, 
and  these  clearings  are  but  the  balances  on  the  transaction* 
Lctwecn  the  banks-  A  vast  sum  of  payments  is  made  every  day 
in  the  business  of  such  a  city  as  New  York,  Trhieh  is  in  no  way 
embraced  in  the  transactions  of  the  Clcaring-l\ousc.  If  we 
assume  that  the  whole  of  the  payments  effected  yearly  through 
the  agency  of  banks  in  the  United  States,  is  only  ten  times 
greater  than  the  amount  jmid  yearly  in  New  York,  we  shall 
have  an  aggregate  400  times  greater  than  ilie  aniur.nt  of  the 
precious  metals  in  the  country ;  500  times  the  amount  of  tho 
bank-note  circulation  of  the  United  States ;  400  times  tho 
•mount  of  the  bank  deposits  ;  and  SO  times  the  annual  valiK*  of 
the  whole  productive  industry  of  the  countiy.^  These  estimates 
fall  far  short  of  the  whole  of  the  payments  made  in  the  country; 
for  all  payments  made  out  of  bank  are  expressly  excluded,  as 
well  as  all  the  transactions  of  the  retail  trade.  In  all  tbia  great 
a^Qstmeut  of  debt  and  credit,  the  ofHce  of  the  precious  metals 
k  that  of  payment,  when  adjustment  fails.  ^Vhere  two  banks 
have  claims  against  each  other,  to  the  amouikt  of  hundreds  of 
fhonsands,  they  only  pay  the  balanoe  in  money :  so  between  two 
cities,  it  is  onlj  the  balance  upon  their  mutual  indcbtedneae  that 
is  paid  iu  money :  it  is  the  same  between  two  states  or  ooontries. 
The  functions  of  the  precious  metals^  then,  in  this  great  work 
of  payment,  is  to  pay  balances,  and  to  perform,  as  may  be  re> 
quired,  the  office  of  a  medium  of  exchange  in  the  retail  trade. 

The  great  fund  employed  in  this  adjustment  is  created  out  of 
the  promissory  notes  and  bills  of  exohange  giYen  in  tlie  regular 
course  of  domestic  commerce.  In  a  statement  of  the  condition 
of  the  banks  of  the  United  States  for  the  year  1856,  the  dis- 
ooonts  and  loans  are  put  down  at  S6ft4,000,0(K).  If  these  run 
off  four  times  eaeh  year»  it  would  make  S2,7d6^O0(V000»  These 
loans  and  discounts  takd  the  shape  partly  of  depouts,  and  partly 


*  If  the  operations  of  the  Clearing-bouse  in  New  York  were  takca  as  an 
indieation  of  the  trade  of  the  city,  these  figures  would  be  increased.  We 
suppose  the  amounts  cleared  daily  in  New  York  to  be  considerably  swcUcii 
by  the  Btock  transactions  which  pass  through  the  banks  i  and  we  uak» 
allowances  acoordingly. 
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of  bank-noteB ;  both  of  irhach  are  being  constoatlj  extinguished 
and  redeemed  bj  being  returned  to  the  bank  in  payment,  at  the 
rate  of  from  nine  to  ten  millions  daily.  Bat  the  fond  thus  eon* 
stitated  by  the  discotmted  paper  of  men  in  business  is  that  whieh, 
by  its  transfer  and  dronlation  in  the  form  of  bank  eredits  and 
baiik<4ioteS)  effects  the  vast  aggregate  of  payments  we  have 
noticed.  The  banks  of  the  United  States  held,  on  the  average, 
in  the  year  1856,  the  sum  of  ^084,000,000 ;  this  amount  would 
run  off  in  ninety  days,  absorbing  a  proportionate  amount  every 
day  of  bank  liabilities.  But  as  this  paper  is  discounted  upon 
an  average  time  of  ninety  days,  the  credits  granted  by  the  bank 
are  applicable,  during  that  time,  to  other  service,  and  arc  used 
to  effect  a  much  larger  amount  of  payments  than  is  involved  in 
lifting  the  securities  discounted  by  tlie  banks. 

This  fund,  then,  is  subject  to  an  additional  demand  beyond  that 
which  arises  from  the  payment  of  nine  or  ten  millions  daily,  in 
retiring  the  discounted  paper  —  a  demand  of  scarcely  less  than 
^300,000,000  daily.  The  indebtedness  which  produces  tliis 
demand  arisi^s  in  many  ways  beside  tlie  sale  of  commodities,  a 
very  considerable  proportion  being  the  mere  result  of  dealing  in 
"credit.  Large  amounts  of  bank  credits  and  bank-notes  are  con- 
stantly lent  by  the  holders,  and  notes  of  individuals  taken 
therefor.  Largo  transactions  in  stocks  are  contliiually  occur- 
ring, giving  occasion  to  notes  and  discounts.  Although  the  sum 
of  liabilities  thus  incurred  is  far  beyond  the  amount  of  the  dis- 
counts, a  rapid  movement  of  the  deposits  makes  it  practicable 
to  effect  payments  every  day,  at  least  thirty  times  the  amount 
required  to  discharge  the  discounted  paper.  The  additional 
employment  thus  given  to  this  fund,  causing  a  demand  for  it 
every  day  nearly  ei^^ual  to  its  whole  volume,  keeps  it  at  a  value, 
for  the  purposes  of  payment,  fully  equal  to  the  precious  metals. 
It  is  observable  that,  when  interest  is  at  six,  twelve  or  eighteen 
per  eent.  per  annum,  there  is  no  increased  price  of  the  precious 
mctala.  When  the  price  of  this  fund,  which  is  that  onployed 
in  the  payment  of  debts,  has  risen  three  hundred  per  cent,  gold 
and  silver  have  not,  as  commodities,  advanced  at  all.  As  a 
matter  of  &ct,  however,  they  are  not  the  medium  in  which  debts 
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are  paid,  and  therefore  thej  do  not  inorease  in  prioe  under  the 
noBt  urgent  demand  for  Aat  medium  or  fund  in  wlueh  debts  are 
neuallj  paid.  . 

The  fond  employed  to  eiTeot  tbc  pajment  of  these  great  sums 
is  mainly  that  whieh  is.oalled  deposits  in  the  banks.  For,  how- 
erer  great  the  amount  of  payments  effected  bj  the  oirenlation 
of  bank-notes,  it  enters  into  our  present  estimate  only  to  the 
amotint  of  the  bank-notes  daily  paid  oat  and  reoeived  at  the 
counters  of  the  banks.  The  payments  by  circulation  of  bank- 
notes are,  therefore,  left  out  in  our  approximation.  The  depo- 
sits are  the  chief  aizeut  in  the  work.  Thcv  consist  in  credits 
given  by  the  banks  to  those  who  h:ive  had  notes  or  bills  dis- 
counted:  the  banks  become  the  purchasers  and  holders  of  this 
individual  paper,  and  grant  these  credits  in  their  place.  Accord- 
ing to  returns  of  1856,  the  banks  of  the  United  States  had 
plo.ced  to  the  credit  of  their  customers,  in  this  way,  §230,000,000, 
this  being  the  average  of  the  whole  3'ear.  If  this  amount 
of  deposits  Avas  moved  200  times  in  the  year,  it  would  pay 
§40,000,000,000.  In  many  of  the  large  cities,  the  deposits  are, 
on  the  average,  moved*  once  each  day. 

We  thus  see  that  the  credits  of  buplnrss  and  trade  furnish, 
by  the  intervention  of  the  banks,  the  very  fund  out  of  which 
the  corresponding  debts  are  paid.  These  debts  are,  in  no  pro- 
per sense  of  the  word,  paid  in  money:  tliey  are,  it  is  true,  pay- 
able in  lawful  money  of  the  United  States.  Every  creditor  has 
aright  to  payment  in  gold  or  silver;  and  if  debts  be  not  so 
paid,  it  is  because  the  creditor,  whether  bank  or  individual,  is 
equally  satisfied  with  some  other  mode.  The  legal  right  which 
every  man  has  to  demand  payment  of  what  is  due  to  him  in  the 
precious  metals,  has  no  doubt  a  powerful  effect  in  keeping  other 
oorrencies  up  to  the  price  of  the  precious  metals.  The  law  of 
legal  tender,  therefore^  though  of  little  practical  application  in 
the  business  of  payments,  exercises  a  beneficial  and  sustaining 
power,  the  benefits  of  which  it  would  be  difficult  to  estimate. 
When  every  creditor  can  exact  payment  from  his  debtor  in  gold 
or  silver,  it  may  be  presumed  he  is  satisfied  with  what  he 
accepts  instead;  and  no  currency,  in  such  circumstances,  can 
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remain  long  below  its  proper  equivalent  in  coins,  witliotit 
boini;  quoted  and  paid  at  a  discount.  Let  it  not  bo  supposed, 
however,  that  the  law  of  legal  tender  is  the  only,  or  even  the 
chief,  pow(  r  which  maintains  the  value  of  the  great  fund  we 
have  pointed  out  as  the  medium  in  which  debts  are  chiefly  paid. 
The  main  reason  why  this  fund  maintains  its  value  is,  that  it  is 
receivable  in  discharfje  of  all  debts  payable  at  the  banks;  and 
beinf^  receivable  l»v  the  baTikji,  it  is  of  course  receivable  by  all 
the  debtors  of  the  bank?,  who  will  sell  any  article  they  have  for 
this  currency  as  readily  as  for  money.  The  indebtedness  to  the 
banks  is  so  great,  the  daily  demand  for  this  currency  is  so  press- 
ing,  that  it  will  purchase  any  commodity  of  trade,  anj  prodaet 
of  industry,  and  pay  wages  or  personal  seryices  equally  as  well, 
and  with  far  more  convemenoe,  tlum  any  possible  use  of  coins. 
It  therefore,  lo  litf  M  it  is  employed,  to  all  intents,  as  good 
and  as  effectire  as  coin.  Those  who  take  it  have  their  choice 
between  currency  and  coin. 

Wo  have  stated  that  this  medium  of  payment  created  by  the 
banks  is  as  effieotive  as  gold  or  silver,  bocaoBe  it  is  receivable  for 
debts,  and  because  it  will  purchase  anything  that  gold  or  silver 
oan  purchase,  and,  it  may  be  added,  on  as  good  terms.  We 
have  already  explained  why  and  how  the  banks  can  so  receive  it 
from  year  to  year.  If  the  banks  bsve  a  special  advantage  in 
issuing  this  entrency,  the  people  eigoy  an  equal  benefit  in 
restoring  it  to  them  in  payment  of  debts.  The  advantage  of  the 
banks  in  the  business  n  too  great  to  make  it  supposable  they 
will  ever  vohmterily  abcadon  it.  They  purchase  with  merely  a 
er^t  on  tfarir  books,  or  the  issue  of  their  paper,  the  very  best 
and  safest  individual  pronussory  notes  which  are  made  in  bnsi- 
ness,  and  on  these  they  have  an  ample  profit.  This  power  of 
pfurchasing  individual  paper  with  their  own  currency  would  cease 
if  their  customers  did  not  enjoy  the  reciprocal  favor  of  paying 
debts  in  the  same  medium. 

If  the  amount  of  discounts  and  loans  in  1856,  reported  at 
1684,000,000,  were  placed  to  the  credit  of  100,000  persons,  it 
would  be  found  that  these  persons  were  mutually  indebted  to 
within  tea  per  cent.,  or  perhaps  less,  of  the  whole  amount.  The 
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banks  might  enter  up  a  credit  for  the  whole  earn,  intereaide* 
ducted ;  bnt  in  lees  than  ninety  dajt  the  parties  irould  haire 
employed  at  least  ninety  per  cent,  of  the  whole  amonnt  in  pay* 
ing  each  other,  and  thb  ninety  per  cent,  would  be  thus  ivholfy 
extinguished.  Nearly  all  men  of  business  who  give  promissory 
notes  in  the  course  of  their  transactions,  take  them  also.  Whilst 
each  individual  obtains  a  credit  for  the  notes  ho  has  taken,  he 
finds  that  others  have  credit  for  the  noted  he  has  given.  The 
effect  is  the  sauie  us  if  the  bank  had,  at  the  instance  of  these 
parties/ opened  an  account  with  each  one,  cliarging  him  with  all 
the  notes  he  had  given,  and  giving  him  credit  for  all  that  ho  had 
taken.  The  balance  would  then  have  to  be  paid  iu  money.  By 
the  actual  process  in  bank,  this  result  is  obtained  by  allowing 
each  customer  to  draw  upon  his  credits  to  pay  his  debts  an  they 
mature.  Each  one  who  has  a  larger  credit  than  is  sufficient 
to  pay  his  debts,  may  call  on  the  bank  to  pay  him  that  excess 
in  money,  which  the  bank  can  do,  because  some  of  its  cus- 
tomers have  balances  in  money  to  receive,  and  others  have 
balances  to  pay;  ajid  as  the  auiouut  of  these  differences  would 
be  the  same,  the  banks  wouM  receive  from  the  debtor  balances 
the  same  amount  they  would  have  to  pay  upon  the  creditor 
balances. 

It  is  this  very  large  proportion  of  mutual  indebtedness  which 
makes  the  mettiods  of  payment  adopted  by  the  banks  so  effi-> 
cient.  No  man  should  desire  better  payment  than  his  own  jkiper; 
and,  in  fact,  the  chief  finaneial  effort  and  olject  of  every  man  in 
business  i-  to  apply  the  paper  he  has  received  in  business  to 
pay  that  which  he  has  given.  This  operation  proceeds  through 
many  a  devious  process,  but  with  curtain  and  complete  success. 
Of  the  $684,000,000  of  loans  and  disooonts  in  1856,  at  least 
^610,000,000  may  be  taken  as  the  amount  of  indebtedness  be* 
tween  the  debtors.  This  large  sum  is  thus  extinguished  at  least 
four  times  every  year  by  a  virtual  set-off;  that  is»  eVery  creditor 
^ves  up  enough  of  his  credits  to  pay  his  debts.  The  banhs 
having  issued  credits  to  the  amount  of  |61^000,000,  for  indi- 
vidual paper  to  that  amount,  surrender  the  individual  paper  to 
those  who  return  the  equivalent  in  bank  credits.  The  compUca- 
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tions  of  this  process  defy  human  scrutiny  as  to  the  detail-,  but 
it  is  always  making  progress  towards  the  proper  result.  A  man 
of  business  may  hold  notes  of  persons  residing  in  New  Orleans, 
Cincinnati,  Pittsburg,  Chicago,  ami  BufFiilo,  and  his  own  may 
bo  held  by  persons  as  widely  scutit  red.  The  banks  give  a  pre- 
sent credit  on  their  books  for  these  wide-spread  debts,  and 
.  enable  him  to  face  his  notes,  as  they  are  presented,  by  checks 
on  his  credits,  so  far  as  his  credits  may  reach.  This  machinery 
of  credit  brings  to  every  man's  door  the  elAims  which  othefs 
hold  against  him ;  and  it  funiishes  every  man  with  a  medium  of 
pftyment  adequate  to  the  purpoee,  and  far  more  eonvenient  thaa 
coins  or  hollion. 

S  2.  Bauk-nci»  are  not  momg'^  They  art  vure  promitHfry  neies  of  (he 
banks —  T/iet/  are  intended  to  perform  the  functiona  of  monttft  and  can  bt 
so  emplaijtil — Bank  dfjy^'sitH  can  be  so  emplnyetl,  but  are  not  vwuet/  — 
Both  are  subsiilulcd  by  banks  for  the  notea  <f  indicidiiah  —  Jianks  can 
make  securities  of  papery  but  cannot  make  money — The  convertibility  of 
dffji^ofeff  dou  twi  wtake  inomy*  and  ianoi  mo  intended  ;  ilf  w  a  men 
cAecir  on  the  &a«ft»—  CMd  and  a&eer  net  the  hueS»  of  Umi  ieemeet  iheif 
are  based  on  the  juiper  dUconntcfl  by  the  bank^i,  and  titis  paper  ie  busrd  on 
Vie  commodities  for  which  it  is  i/ii-eti  —  C<mrertibilitif  a  dangerotu  check — 
Kiii}>foyed  with  fafnl  effect  agaiusi  those  w]iO  reljf  upon  it  —  It  abolisJus 
time  on  commercial  paper. 

In  the  ordinaiy  language  of  trade,  haafc-notefl  and  hank  depo- 
sits aore  eaUed  money.  Writers  upon  the  snbjeot  of  monej  too 
often  class  all  Idnds  of  cnrrenqy  under  that  general  term.  But 
this  obliteration  of  needful  distinctions  shonld  be  discouraged, 
as  nnfiiTorable  to  clear  yiews :  the  term  money  should  be  re* 
strieted  to  coins  made  a  legal  tender  by  law  in  payment  of  debts. 
If  this  definition  is  departed  from,  who  can  teQ  where  to  stop. 
There  remains  no  longer  any  clear,  defined  boimdarj  between 
that  which  is  money  and  that  whioh  cannot,  with  any  propriety, 
be  so  called.  If  bank-notes  are  money,  at  what  rate  of  diseoont 
do  they  cease  to  be  sncht  If  bank  deposits  are  money,  are  they 
such  when  the  bank  is  m  bad  credit,  or  precisely  how  far  nmsl 
a  bank  be  discredited  before  its  credits  cease  to  be  money  ?  Is 
a  bill  of  exchange,  or  promissory  note,  which  circulates  freely. 
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money?  If  it  be  said  that  all  bank-notes  and  bank  credits  pay- 
able on  demand  are  money,  then  do  they  cease  to  be  money  the 
momeut  the  banks  suspend,  and  whilst  they  are  circulating  aa 
freely,  and  porforrniug  the  same  functions  as  before?  If  bank- 
notes payable  on  demand  are  nionov,  are  they  made  so  bv  the 
promise  to  pay,  or  by  the  ability  to  pay  ?  If  by  tlio  former,  all 
notes  would  be  good;  if  by  the  latter,  how  is  the  ability  to  pay 
to  be  ascertained  ?  It  is  well  known  to  every  one,  that  no  banks 

circulation  and  deposit  can  pay  on  demand  all  their  liabili- 
ties ;  thej  may,  ncrcrtheless,  be  perfectly  safe.  la  their  ultimate 
safety  a  suffioioBt  poa&d  for  ranking  them  as  money?  Do 
bank-notes  become  money,  in  the  strict  sense  of  the  word,  when, 
like  the  notes  of  the  Bank  of  England,  they  are  made  a  legal 
tender  ?  If  so,  could  all  bank-notes  be  made  money  in  the  same 
way?  Questions  like  these  are  easily  nmltiplied ;  and,  if  tmly 
answered,  must  show  that  the  term  money  has  often  received  an 
application  far  too  wide. 

If  names  or  proper  designations  were  wanting,  there  woald  be 
more  excose  for  tUs  confusion  of  terms.  In  Veniee  and  Genoa, 
the  term  bank  money  was  applied  to  the'fbnds  of  the  banks,  which 
were  for  a  long  period  at  a  high  preminm  over  money  of  gold  or 
silver.  In  modem  times,  we  have  the  terms  bank-notes,  bank 
deposits,  ourrenqy,  eirenlation,  and  cash.  The  term  money  pro- 
perly means  the  legpd  eoinage  of  gold  or  silver,  or  other  coins, 
made  a  legal  tender;  the  term  currency  may  indade  all  the 
▼arioos  snbstitatee  ibr  money  which  cirodate  like  money,  and 
perform  the  same  or  rimihr  innetions.  Where  bank-notes  are 
made  a  legal  tender,  they  may  be  called  paper-money.  It  may 
not  be  neoessuy  to  be  always  precise  in  maintaining  these  dis- 
tinctions ;  but  when  precision  is  necessaiy,  they  should  be  kept 
clearly  ia  view. 

Bank-notes,  deposits,  che^,  biUs  of  ezehange,  prombsory 
notes,  and  other  things  of  like  kind,  whioh  have  been  extensively 
and  successfully  used  as  snbetitntes  fbr  money,  should  not  be 
confounded  with  money.  Almost  all  these  substitutes  are  really 
eridences  of  debt,  the  amount  of  which  is  clearly  expressed  on 
^eir  fitce  in  money  of  account  They  pass  for  an  expressed 
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amount,  which  is  payable  in  money  on  demand,  or  at  a  future 
•  (lay,  but  which  payment  is  not  made,  and  never  expected,  as  it 
is  always  adjusted  in  another  way.  They  readily  fulfil  every 
function  of  money,  by  reason  of  the  great  demand,  which  inakea 
them  as  desirable  as  money,  an(J  far  more  sought  for.  We  may 
repeat  here  an  illustration  we  have  frequently  before  employed. 
If  A.  and  B.  have  dealt  with  each  other  to  the  amount  of  ^oOOO, 
A.  having  in  his  books  charged  B.  with  $400,  with  $1500,  and 
$600;  B.  having  charged  A.  with  $600,  with  $1600,  and  $300. 
These  several  sums,  as  they  stand  on  their  respective  books,  are 
not  in  any  sense  money,  although  the  several  atnoimts  are  stated 
in  money  of  account;  yet  A.  and  B.  may,  at  any  moment,  pay 
each  other  in  full,  by  balanciiig  these  accounts.  As  they  stood 
on  the  books,  they  were  but  evidences  of  debt ;  and  the  accounts, 
when  balanced,  are  but  evidences  of  payment.  If  A.  and  B.y 
instead  of  paying  in  that  wajy  kaae  their  notes  to  each  other, 
jMijable  at  siztj  days  from  each  transaction,  these  notes,  if 

.  nsgotiated  in  payment  for  goods,  do  not  beoooM  money,  bat 
remain  evidences  of  debt.  If  A.  and  B.  carry  these  notes  to 
bank,  and  have  them  discounted,  receiving  bank*notes  in  their 
place,  they  each  remain  debtor  for  the  notes  respectirely  given, 
and  the  bank  becomes  debtor  for  the  bank-notes  issued  in  the 
pnrohaae  of  this  paper.  These  bank-notes  may  perfectly  per- 
form every  fonction  of  money,  but  they  can  bo  nothing  more 

.  than  the  promises  of  the  bank  to  pay.  The  bank  holds  a  claim 
upon  A.  and  B.  for  the  full  amount  of  the  promises  it  has  issued 
in  this  case ;  a^id  it  ed^eets  A.  and  B.  to  retnrn  an  equivalent 
sum  in  diese  promises,  or  to  pay  their  note  in  something  thst 
will  enable  the  bank  to  redeem  them.  Those  bank-notes  are  but 
the  issues  of  a  promissoiy  note  of  the  bank  in  »  oouTenient  form 
for  drenlation,  in  plaee  of  the  notes  of  A«  and  B. ;  and  they 
are,  in  reelity,  no  more  monsty  than  the  notes  of  A.  and  B., 
thoii^  far  more  suitable  and  effective  sobstitntes.  They  may 
beoome  as  efficient  in  the  pnrchase  of  all  commodities  as  money, 
and  far  nmre  efficient  and  couYenient  in  the  payment  of  debts; 
but  this  by  no  mesas  converts  them  into  money.  They  can- 
not be  employed  in  paying  balanosB  of  foreign  trade,  not 
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even  in  the  discharge  of  balances  between  remote  points  at 
home. 

It  is  iio  more  the  province  of  the  banks  to  create  money,  than 
it  is  in  tlioir  jx>\ver,  nor  sliould  their  issues  be  trcuted  or  re<^arded 
as  money.  Their  great  function  is  that  of  effecting  payments ; 
they  open  accounts  with  men  who  are  both  debtors  and  creditors, 
and,  bv  means  of  the  facilities  thev  afford  the!«c  debtors  and 
creditors,  aJjust  their  uiiitual  claims,  and  pay  and  receive  their 
bahmces,  to  the  amount  of  thousands  of  millions  yearly,  without 
any  use  of  money,  or  any  need  of  it.  The  great  fact,  that  nine- 
ientbs  of  the  payments  of  business  in  the  United  States,  above 
the  mere  distribution  effected  bj  the  retail  trade,  arc  made  with- 
out any  use  of  monej,  is  one  which  should  never  be  left  out  of 
view  by  statesmen  and  economists.  If  such  payments  nre  effective, 
correct  in  theory  and  practiee,  should  not  the  principle  be 
oniierstood,  and  the  practice  promoted,  protected  and  extended? 
If  a  million  of  men  in  the  United  States  owe,  on  the  Average, 
§10,000  each  upon  notes  nmtttring  within  three  months,  this  • 
would  require,  if  paid  in  money,  the  sum  of  $10,000,000,000. 
The  whole  amount  of  specie  in  the  banks  being  ^0,000,000, 
the  payments  above  would  require  lihis  amount  of  specie  to 
change  hands  nearly  twice  every  day,  and  besides,  to  clmnge  its 
location  Iron  bank  to  bank,  and  state  to  state,  hnndreda  of 
miles  apart,'  with  a  rapidity  equal  to  the  despatch  of  the  tele- 
graph—a movement  as  impossible  as  it  would  be  abiord,  if  it  • 
were  possible.  This  great  payment  ^is  effected  with  perfect 
faetli^  by  the  processes  of  the  banks,  withcat  any  other  move- 
ment  of  the  (60,000,000  than  paytBg  the  amount  of  some 
comparatively  trifling  balancee.  In  the  regular  operation  of 
banking,  the  som  of  160,000,000  in  specie  weald  not  change 
hands  once  in  a  year.  - 

In  the  great  movements  cf  indostry  and  trade,  goods  and  mt* 
vices  pay  for  goods  and  services;  tlm  prosnnory  notes,  bank- 
notes, bank  credits,  or  other  currency,  which  intervene^  are 
devices  of  adjustment,  and  not  the  very  payment  ultimately 
aioMd  at.  Men  give  what  they  have  to  spare,  to  obtain  what 
Ihey  desire.  If  they  do  not,  in  the  first  instance,  sell  for  money. 
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and  with  that  purchase  what  they  want,  they  take  a  security  or 
evidence  of  debt ;  they  make  their  purchases  upon  their  individual 
credit,  and  give  evidences  of  debt.  The  debt  and  credit 
extincrnish  eacii  other  in  the  banks,  and  thd  parties  hare,  m  sub- 
stance, exchanged  goods;  all  the  rest  iB  nerely  keeping  and 
balancing  accounts  between  them.  These  securities  are  issued, 
in  this  country,  to  an  amount  not  less  than  9^>000,000,000 
eTery  three  months,  in  wbioh  period  tliis  amount  continually 
runs  off  and  is  renewed,  making  $4,000,000,000  in  the  jetr. 
Of  this  $1,000,000,000  of  securities,  the  banks  become  the 
owners  and  colleetors ;  and  for  half  this  amonnt,  tbey  are  under 
%  eosstant  engagement  to  pay  money  on  demand.  To  meet  this 
engagement,  the  banks  hold  $600,000,000  against  $500,000,000, 
or  twelve  per  cent,  of  the  smotut  Of  course,  absolute  conver- 
tilnlity  of  all  this  fand  of  aecuritiea  into  specie,  on  demand,  is  an 
impoasibility.  If  all  the  gold  and  silyer  in  the  country,  esti- 
mated at  $250,000,000,  were  in  the  banks,  it  wodd  be  an  impos- 
iibility.  It  must,  therefore,  continue  to  bo  impossible;  and 
henee  arises  one  of  the  gravest  difficulties  connected  -with  banks 
of  civciilation* 

If  bank-notes,  like  eheeks  npon  banks,  were  confined  in  their 
use  and  eircnlation  to  those  at  whose  speotal  instance  they  are 
IsiMd,  and  iHiose  debts  are  to  be  adjusted  by  them,  there  woald 
be  less  occasion  for  any  public  intervention  or  conoem.  For 
the  pnblie  have  little  interest,  whether  men  thus  mutually  in- 
debted disdiarged  their  debts  by  balancing  accounts,  by  bank- 
notes, or  by  checks  on  banks.  But  the  ej^erienoe  of  a  oentmry 
Mid  n  half  has  shown  that,  where  bank-notes  are  oifored  as  • 
currency,  they  are  freely  received,  and  soon  become  the  chief 
medium  of  exchange.  It  is  almost  invariably  true  that,  wherever 
bank-notes  are  offered  as  a  currency,  with  even  the  slight^t  pre- 
tensions to  regularity  and  security,  they  are  accepted,  and  pass 
rapidly  into  general  circulation.  This  facility  of  converting 
bank  paper  into  a  currency  is  a  strong  temptation  to  resort  to 
it,  and  accounts  in  part  for  the  multiplication  of  bankn  of  circu- 
lation in  this  country,  and  clnicwhcrc  ;  but  it  has  given  rise,  also, 
to  that  ceaseless  jealousy  with  which  tliid  system  of  banking  has 
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been  watched.  There  is,  perhaps,  more  ground  for  tluB  jeakmy 
than  many  friends  of  the  system  have  been  willing  to  acknow- 
ledge. If  the  circulation  of  bank-notes  had  been  confinc<l  to  the 
payment  of  the  debts  in  which  they  originate,  no  more  mischief 
couM  ensue  than  now  arises  from  the  employment  of  checks 
ujt(»n  banks,  which  the  parties  using  them  are  iiitcresteil  to  keep 
witliin  legitimate  and  safe  bounds.  But  as  ])ank-notes,  wherever 
offered,  secure  a  wide  circulation,  it  is  not  enough  to  say,  let 
people  take  them  at  their  risk,  as  they  take  them  at  their  discre- 
tion. Every  one  who  takes  bank-notes  for  his  goods  may  refuse 
tliem,  if  he  will ;  and  every  one  who  takes  them  for  a  debt,  takes 
them  in  place  of  gold  or  silver,  which  the  law  gives  him  the 
right  to  exact.  The  question  then  is,  what  security  or  protection 
should  be  provided  for  those  who  will  receive  bauk-uotcs  as  a 
currency  ? 

Public  policy  has  determined  that  although  the  taking  bank- 
notes is  optional,  yet  the  best  security  should  be  given  for  their 
safety  as  a  medium  of  exchange,  of  which  the  nature  of  the  case 
admits.  The  circidation  of  bank-notes  is,  no  doubt,  a  mutual 
advantage  to  the  bank  and  the  j)ublic ;  but  the  bank  acts  as  one 
body,  while  the  public  acts  by  its  individual  members,  who  are 
only  occasionally  and  variably  interested  in  bank-notes.  The 
bank  oan,  by  one  act,  make  all  who  shall  become  holders  of  their 
notes  secure ;  and  tbia  tends  not  only  to  the  confidence  of  the 
public,  but  to  a  more  watchful  management  of  the  bank.  It 
aboald  not  be  the  prml^  of  banks,  or  of  individoals,  to  iasae 
notes  in  gmall  sums,  to  circulate  widely  u  »  currency,  without 
first  giving  ample  flecurity.  The  banks  can  afford  to  do  tlu8» 
without  iiguij  to  tMj  legitimate  business.  In  tbe  United  States, 
in  more  than  »  score  of  States,  the  utmost  iugonnitj  of  politi-' 
oians  has  been  taxed  to  provide  adei^uste  restraints  upon  bank- 
ing. Two  modes  have  been  adopted,  which  are  ohiefly  relied 
npon — one,  simply  the  convertibility  of  all  bank  paper  into 
specie  on  demand;  and  the  other,  in  addition  to  oonvertibilitj, 
the  deposit,  with  an  officer  charged  by  law  with  that  duty,  of 
some  pnUie  security  of  the  United  States,  or  of  one  of  the  States, 
or  of  some  other  atoek  or  bonds,  for  the  notes  issued  to  all  the 
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ImdIcs  of  the  State.  The  latter  is  the  hest,  and  far  the  moat  sue- 
oessful  yet  adopted,  wd  capable  of  beiiig  Qiade  atil]  more  effieotual. 

In  regard  to  tho  conrerdbiltty  of  bank-notes  on  demand,  there 
are  diffioaltSee  so  aeriona,  tbat  eoareel^  any  approach  has  been 
made  towards  oTercoming  them.  We  haye  alreadj,  in  the  chap* 
tor  on  the  Bank  of  EngUnd,  shown  how  notes  on  demand  came 
first  to  be  issued,  nndec  the  belief  that  the  whole  snm  which 
jiig^t  be  thus  issned  wonld  never  be  demanded  at  onoe,  and  that 
it  wonld  be  practicable  for  the  bank  to  paj  in  qpeoie  aU  that 
would  be  presented.  That  this  was  a  shrewd  goess,  when  it  was 
.made,  is  very  trae;  and  that  it  made  the  bank  popular  in  its 
early  career  is  also  trae ;  bat  it  has  opened  some  qneations  so 
diiBcolt,  that  more  than  a  centoiy  and  a  half  of  Taried  trial,  and 
.bitter  experience,  have  fafled  to  solve  them.  The  question  of 
convertibility  has  certainly  labored  under  disadvantages  which 
have  been  partienlarly  unfriendly  to  the  progresa  of  truth.  Ever 
since  notes  payable  on  demand,  now  called  bank-notes,  have 
come  into  constant  use,  there  has  been  a  numerous  class,  both  in 
England  ami  in  the  United  States,  who  regard  them  with  dis- 
trust, and  yet  scarcely  endure  any  discussion  which  questions 
the  advantage  of  immediate  convertibility.  Thi.s  is  a  mistake,  and 
its  prevalence  beclouds  the  ^vbule  subject.  If  convcrtibiliij ,  la 
the  sense  in  which  it  is  now  understood,  be  a  sound  and  desira- 
ble policy,  it  can  be  shown  to  be  so  both  by  fact  and  argument; 
at  any  rate,  let  the  grounds  upon  which  it  rests  bo  thoroughly 
understood. 

If  the  question  were  simply,  whether  banks  or  bankers  who 
receive  the  privilege  of  issuing  promissory  notes  payable  on  de- 
mand, to  circulate  as  a  medium  of  exchange,  should  give  ample 
security  to  the  public  that  their  notes  should  be  safe  and  good, 
it  would  admit  of  no  (liscussion.  The  readiness  with  which 
people  generally  receive  [juper  cunency  makes  this  privilege  of 
issuing  bank-notes  one  of  great  importance,  and  requiring  jealous 
care.  If  no  other  adequate  security  could  be  given,  the  ques- 
tion would  be  settled,  for  clearly  some  security  should  be  given ;  • 
not  merely  uOy  the  best  security  should  be  given.  The  abuses  to 
which  this  privilege  of  issuing  bank-notes  is  subject,  the  tempta- 
80 
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A. 

tion  it  hiToWeB,  demands  the  best  poenUe  goanuiteee.  It  is  noir 
generally  acknoirledged,  tB&t  the  promise  to  redeem  bank-notes 
on  denmnd,  however  desirable  performance  maj  be,  and  however 
nnmerons  the  legal  enaetments  to  seeiire  and  enforce  it,  has  not 
proved  an  adequate  protection  to  the  public,  either  against 
abases  in  the  issue  of  notes,  or  in  ensuring  a  cirenlation  of  bank- 
notes entirely  safe  and  good.  The  security  now  required  in 
many  of  the  States  by  the  deposit  of  stocks  has,  it  is  welt 
known,  proved  the  most  effectual  safeguard  against  loss  by  the 
public  yet  tried.  No  doubt  this  mode  of  security  could  be  carried 
to  a  point  which  would  be  beyond  all  ordinary  hazard.  Con- 
sidered apart,  safety  and  soundness  in  the  circulation  must  be 
pret'eiablc  to  a  mere  promise  of  convertibility;  for,  after  all,  if 
the  latter  be  relied  upon,  the  security  consists  merely  uf  a  pro- 
mise. Penalties  cannot  make  the  promise  good.  Hanging  does 
not  prevent  murder. 

If  bank-notes  wrere  presented  regularly  for  payment  at  some 
stated  intervals,  the  ability  of  banks  to  pay  would  be  re;:ularly 
ascertained ;  but  of  the  bank-notes  issued  in  the  United  States, 
not  one  dollar  in  a  thousand  is  ever  presented  for  payment  in 
specie.  These  notes  perform  all  the  functions  expected  of  them, 
and  scarce  a  thought  is  entertained  of  presenting  tliem  to  the 
bank  for  payment.  So  long  as  they  continue  to  circulate,  their 
efficiency  as  a  medium  of  exchange  is  complete:  as  to  this,  they 
are  not  dependent  upon  tlie  promise  to  pay  them  in  coin.  It 
is  not,  tlien,  that  bank-notes  may  be  useful,  that  they  are  pay- 
able on  demand ;  it  is,  that  they  may  be  subjected  to  a  constant 
test  of  their  soundness.  But  as  the  incessant  application  of  that 
test  would  take  away  all  the  convenience  in  their  use,  people 
decline  applying  it:  and  the  circulation  proceeds  upon  a  tacit 
understanding  between  the  banks  and  the  people,  to  the  effect 
that,  if  the  notes  are  not  presented  for  payment,  specie  pay- 
ments shall  be  faithfully  maintained :  if  the  notes  are  presented^ 
payment  is  impossible.  The  security  of  paper  currency  rests,  in 
the  opinion  of  many,  upon  this  slender  basis.  They  are  so 
wedded  to  convertibility,  that  they  prefer  the  pretence,  or  name, 
to  substantial  security  in  any  other  mode.  0^  nndeniable  &et 
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dutt  oonvertibility  k  a  mere  pretence,  that  it  is  not  now,  and 
never  has  been,  poomble  iu  England  or  in  the  United  States, 
aliould  bave  secured  for  the  snbject  better  treatment  than  it  has 
jret  received.  That  the  banks,  to  whom  this  great  privilege  is 
conceded,  of  issuing  bank-notes,  should  ioniisb  the  business 
public  with  such  amount  of  the  precious  metals  as  the  cone&t 
fKants  of  business  demand,  would  be  a  reasonable  requirement^ 
and  one  yrith  which  they  would  be  able,  and  oould  be  forced,  to 
complj.  She  bsnb  have  alwajs  been  able  to  do  this;  for,  in 
«  .the  transactions  of  the  domestic  intarehange  of  products, 
more  than  fiv«  per  cent,  of  the  payments  is  Tny  seldom,  if  eveiv 
required. 

In  Jul  J,  1857,  iha  banks  in  the  city  of  Kew  Tork,  where  the 
(TOportion  of  specie  is  greatest,  and  of  bank-notes  lesst,  con* 
tained  918,000,000  of  specie,  and  9104,000,000  of  drculation 
and  dtposits;  that  is,  they,  were  sutjeot  to  a  demand  for  e^ght 
tunes  as  much  specie  as  they  bad  on  hand.  Of  course^  the  hanks 
of  New  York  were  badly  insolvent,  if  abili^  to  pay  ihese  de- 
mands In  specie  was  a  proper  criterion.  But  it  is  indisputable, 
that  these  banks  were  then  sound,  and  able  to  pay  every  cent 
thoy  owed,  for  the  public  was  then  indebted  to  the  hanks  the 
sum  of  9116,000,000.  Between  July,  1857,  and  January,  1858, 
the  public  reduced  its  debt  to  the  banks  to  997,000,000,  and  the 
banks  increased  their  stock  of  specie  to  $29,000,000,  whilst  the 
circulation  and  deposits  fell  to  $85,000,000.  But,  with  all  this 
great  change  in  favor  of  the  banks,  the  liabilities  payable  on 
demand  were  nearly  three  times  greater  than  the  amount  of 
specie.  Under  such  circumstances,  it  is  surely  forbearance  that 
keeps  the  currency  sound,  and  not  convertibility. 

By  returns  brought  down  to  the  close  of  the  year  1856,  tho 
1416  banks  in  the  United  States  had  in  their  vaults  $58,000,000 
in  specie,  against  which  there  were  bank-notes  and  deposits  to 
the  amount  of  $445,000,000  ;  that  is,  the  sums  due  by  the  banks, 
und  payable  on  demand,  were  more  than  seven  and  one-half 
times  greater  than  tlie  amount  they  had  to  meet  them.  It  scarce 
requires  a  glance  at  these  figures  to  see  that,  if  the  solvency  of 
these  banks,  or  the  goodness  of  their  notes,  and  safetjr  of  the 
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deposits,  depended  oa  thiir  ability  to  paj  iSMc  notes  and  depo- 
rts in  specie,  they  int^yerj  unsound.   But  Hbfiw  iMnks  were 
good  and  safe,  because  they  held  s  claim  on  the  pvbiie  foir 
$684^000,000,  which  absorbed  omy  ds^  from  oigbt  to  M 
iniQioDS  of  those  buk^iiolet  and  deposits^  aad  entirely  paye 
then  ofl^  on  an  w)N?a|^  nofe  thiB  feof  tmiee  erttry  year*  The 
erath  Is,  that  men  of  burfuses  in  the  United^  Staeee  findift  naeh 
more  Important  to  attend  to  the  daily  demand  of  the  -banka  on  ' 
them,  than  to'give  'lliemBfelfes  any  eonoem  about  their 'demand 
•on  the  banlu.-  The  banks  hate  4  demand  on  tiw  men  of  basi-  - 
nese  ibr  $684^600,000,  aocridng  in  the  eomn^  of  eveiy  two  or 
three  months,  every  dollar  of  irhioh,  although  payable  at  mein 
rity  in  gold  or  sihrer,  l^cy  are  niDmg  to  take^  and  do  take,  in 
their  own  notes  and  depooita.  The  banks  waive  n  isMisri  on 
the  pnblie,  every  three  months,  of  6684,000,000  in  apeeie,  and 
'  ask  forbearanee  ibr  the  sum  of  6445,000,000.  The  ml  ad- 
Tantage  albfded  by  the  banks  is  not  that  ihey  itenisli  a  safe 
plaoe  of  deposit  for  gold  and  silver,  for  a  Tory  small  portion  of 
the  deposits  are  made  in  coins  or  bullion,  and  of  those  which  are 
so  made  the  depositors  receive  them  back  in  bank-notes,  or  pay 
them  away  by  a  check  ;  it  is  not  that  the  banks  furnish  notes 
payable  on  dcuiand  in  gold  or  silver ;  but  it  is,  that  the  banks 
furnish  a  medium  of  payment,  to  the  amount  of  6445,000,000, 
far  more  effective  in  the  payment  of  debts  than  gold  itself,  and 
BO  acceptable  in  form,  as  to  be  everywhere  employed  aa  the  chief 
instrument  of  payment. 

We  have  said,  and  the  figures  we  have  adduced  show,  that 
convertibility  of  the  notes  and  deposits  of  our  banks  is  impossi- 
ble, even  -ivhen  the  banks  are  in  the  best  condition.  And  that 
this  must  continue  to  be  the  case,  constituted  as  the  banks  of  the 
United  States  are,  is  as  certain.  The  main  feature  of  the  busi- 
ness of  these  banks  is  the  discount  of  notes  maturinir  at  a  future 
time :  we  have  previously  assumed  that  the  average  time  to  run, 
of  the  paper  thus  discounted,  is  ninety  days,  or  one-fourth  of  a 
year.  They  issue  to  the  parties  at  whose  instance  these  dis- 
counts  are  made,  their  notes  payable  on  demand,  or  give  them 
eredit.on  theur  books  for  the  proceeds,  payable  in  like  manner 
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pn  demand.  The  deposits  of  tlie  banks  are  made  np,  almoti 
ftltog^thor,.  from  the  notes  thus  issned,  and  the  ci^dilt  ihM 
crrnntcd.  The  circulation  and  deposits  of  1866  amounted  to 
9446*000^000,  for  which  the  banks,  by  this  mode  of  doing  busi- 
nesB,  became  liable  on  demand ;  thai  ii^  they  receifiad  fivom  tlitir* 
auumtn  ekuaft  on  timft  j^nbtte  mnuHig  in  tkrM  aMBtba,  and . 
they  became  liaUa  to  pa^  •  MfftaSi^  ^^onk  •«  domand ;  in  tkiA 
ymx  1656,  for  iiftei^  in  Ofvry  llur«e  wmi^  ^441^000^000^ 
•ad  in.  ISGK^  Im  wnj  likt  t$0O,O00,000.  Tin  popar. 

ineomiDd  by  tho  banks  not  hmtig  parjiUo  m  dniaad 
vNld.oaly.bo  paldt  and  oowld  ^  denuuided  ml  it  instnnd 
froR'  di^  it»  da^;  whetbor  tl^  anma  thni  piud  kiio  tbo 
bnafai  .urn  ^bl  tm  mOinm.  daily*  it  vaa  all  tko  baaka 
Qoald.  aoAqty  and. 'if  tiio  aotea  bad  not  bean  diaeoante^  liba 
asMaat;  leqaMi  to  paj  than  woald  have  baan  tha  aana.  Bat 
Ijba.  baa^a  beaana  liabla  tfli  tba  payment  of  firam  |44S/XKli,0QO 
to  tfiOOiOaO^OOQ  in  any  oaa  day  in  1890  and  18£T*^a  paailiaa, 
itripped  aC'tba  ausla^aad  prejadioa  wbiek  oanataatiyaoiroand 
it»  wbiab  fllioald  ba:oalM»  aa  it  laally  ia,  atapaadoaaly  abanrd^ 
and|ialiiBai«C  aaauaiKfial.rafidaiaa,  natlaaa  daogeroaa  Aaa 
absai<d«- 

If  tba  bpaiaaaa  men  of  the  United  Stataa  ««»  aoMi^  i9ia»- 

qelyes,  at  apy  one  time,  $700,000,000,  payable  in  tba  eaaraa  of 
three  months,,  that  paymeat  ean  ba,req«ired  only  as  tba  piqpaB 
matures.   The  time  of  maturity  ia  that  fixed  by  the  pavtiaa  ta 

Ijhis  paper;  it  is  determined  by  the  exigencies  of  the  busitaeaa 
in  which  they  may  be  engaged,  and  it  is  a  part  of  the  contract. 

The  question  among  the  parties  to  such  notes  is  not  whether 
they  will  be  paid  at  raaturity  in  specie,  but  whether  they  will  be 
paid  according  to  tlic  usages  of  trade,  and  to  the  satisfjiction  of 
the  holders.  The  parties  to  this  paper  could  not,  as  a  body, 
anticipate  the  payment ;  by  no  possibility  could  they  pay,  on 
the  2d  of  May,  the  entire  sum  accruing  between  the  1st  of  May 
and  the  Ist  of  July.  Their  ability  to  pay  depends  on  the  gradual 
manner  in  which  the  notes  mature  —  each  month  requiring  the 
third  of  the  whole,  and  each  day  only  its  share ;  the  amounts 
^ai4,i>Re  .4&y  %ssisUi^  i^  the.  payi^ept^.  oC      .u^%^  And  so  on^ 
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Tbe  Iwnks  in  l^'f),  however,  issued  credits  and  bank-ootee  io 
iJie  nmonnt  of  $445,000,000,  payable  oo  demand,  in  exoliaoge 
for  #664,000,000,  matnriog  in  tbe  course  of  three  months. 
They  undertake  what  tiiej  cannot  perform,  and  theneefonrard 
flBDSt  from  daj  to  day  on  public  forbearance. 

Xhe  bank-notes  and  bank  credits  ieened,  in  our  system  of 
bankbg,  for  discounted  paper  being  merely  substitutes  for  this 
aMtnred  individiial  or  boiineeB-paper,  the  banks  should  not,  in 
rtrietnett,  as  ire  haTe  often  vrge^  nndertake  nor  be  bound  to 
pagr  the  ne*ss  er  ere^  amied  aooner  than  the  nwtnrity  of  the* 
paper  diseemited.  'Wk&t  Aie  banks  bare  always  a  larger  de- 
nand  m  tbe  pnblio  than  tlie  paUie  has  on  them,  and  vbiist  tho 
banks  are  wittog  t»  take  iheir  oun  netia  and  ebeefai  npon  depo- 
ail  in  papMnt  ef  lAat  is  doe  to  tiiem,  tiisre  can  be  nettfaer  risk 
Bor  Inoenvenisnee  in  aDoving  tfaem  the  sane  tine  to  pay  speoitf 
lAiek  indiTidnals  aeoord  to  each  other.  This  is  all  that  tht 
banks  can  be  forced  to  do^  sunpl j  because  it  m  aU  that  is  possi'- 
ble.  Undersncharegidiiticnynosiispenaiottof  payniMitscoild^ 
occnr*  Tbe  banks  could  safely  keep  up  tho  simply  of  cnrfency» 
even  in  the  uidst  of  a  conmercial  oiiis;  aa  tkew  is  alwsTB 
more  than  enough  due  to  the  banks  to  absorb  all  their  currsncyy* 
and  keep  up  a  demand  strong  enough  to  nuantsin  its  rake. 
'When  snbjeeted  to  the  test  of  instant  CDnTcrtibility,  it  may  fail, 
bnt  be  psrlbctly  good  for  the  discharge  of  debts,  irbidi  is  tha^ 
Bie  tonliick  nine-tentbs  of  tike  bank  currency  is  applied.  A 
good  bank  may  be  dsetrogred  by  the  test  of  inetani  convertibility, 
but  remain  a  perfectly  sonnd  and  nsefiil  institotion,  tried  bj  the 
fitness  of  its  issaes  to  pay  de^ts. 

It  is  well  known  that  bills  of  dchange  and  promiseory  nofeca 
are  employed  in  &oroe  parts  of  Engtand,  and  especially  in  Lan^* 
cashirc,  as  a  currency,  until  within  a  few  days  of  their  matn* 
rity:  so  far  as  they  arc  susceptible  of  being  thus  employed,  they 
are  none  the  less  available  because  they  are  not  due.  So  with 
bank-notes  and  deposits,  they  would  perform  every  useful  func- 
tion to  which  they  are  applicable  as  well  as  they  Jo  Qo^i.  if  they 
were  not  payable  in  gold  or  silver  for  sixty  days.  It  is  only 
neceasary  for  the  banks  to  receive  them  in  payment ;  tiua  aioue 
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"will  make  them  good.  The  attempt  to  make  them  better,  by 
making  them  convertible  on  demand,  makes  them  worse,  by  sub" 
jecting  the  banks  to  a  condition  they  cannot  fulfil,  and  forcing 
them  to  defend  themselvea  from  auddeu  and  needless  attacks  by 
a  contraction  of  their  issues,  -which  spreads  ruin  and  disaster  far 
and  ■wide.  The  people  insist  upon  instant  convertibility  —  a 
thing  in  itself  impossible :  the  banks  wait  the  day  of  onslaught^ 
and  then,  in  tlie  struggle,  cast  the  whole  penalty  of  their  failure, 
•with  tenfold  more  of  evfl,  upon  the  shoulders  of  those  who  im- 
posed upon  them  so  absurd  a  liability.  The  people  are  guilty 
of  an  absurdity,  but  they  arm  tlie  banks  with  full  power  to 
punish  tliem  with  seTerity  for  the  folly  of  iusisiiog  upoa  theif 
own  terms. 

Independent  of  all  other  considerations,  there  is  one  circum- 
stance which  should  control  both  legislation  and  practice  in  this 
matter.  Individuals  in  their  dealings,  gOTmed  by  the  exigei^ 
flies  of  trade  and  the  progress  of  trade,  give  credits  on  their 
•elee  of  from  otfe  to  nz  months.  In  their  estimation,  the  pay- 
ments can  be  secared,  or  adjustments  effected,  within  or  at  the 
u*turi^  of  that  time.  The  banks  step  in  and  take  the-  aeciiri- 
ties  giTSOi  bearing  that  time,  and  receive  the  power  of  exacting 
pejment  accordingly.  In  doing  so^  they  agree  to  become  debtors 
to  the  public  for  nearly  an  equal  araonnty  payable  on  demand. 
They  destroy,  in  this  way,  the  safe  arrangement  made  between 
the  original  partiee  to  the  paper  discounted ;  they  change  the 
time  when  payment  in  money  conld  have  been  demanded  be- 
tween the  partiea  to  the  paper,  and  they  introduce  an  element 
of  sertoos  diisturbance  in  what  otherwise  could  ha?e  been  settied 
irkhout  danger  of  trouble.  The  banks  should  neither  lengthen 
nor  shorten  the  credits  of  oemmerce^  but  aim  only  to  effect  the 
payments  of  their  costemen  at  the  time  fixed.  Oonvertibility 
on  demand  abolishes  time  on  paper  discounted  by  the  banla^ 
for  the  banks  undertake  to  pay  on  demand  hundreds  of  millions^ 
which  men  of  trade  on^  agreed  to  pay  within  tlie  period  of 
mnety  days. 

The  expedient  of  makiog  the  issues  of  the  banks  payable 
on  demand  does  not|  then,  arise  from  any  necessity  of  making 
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them  so  that  they  may  be  effective  as  a  means  of  payment,  but 
solely  as  a  restraint  upon  the  banks.  But  the  imposition  of  a 
restriction  upon  the  banks,  in  the  shape  of  a  condition  which  it 
is  impossible  for  them  to  fulfil,  has  proved  a  security  which  of 
course  always  fails  in  the  hour  of  trial.  In  times  of  confidence,' 
the  banks  enjoy  years  of  undisturbed  quiet;  when  trouble  comes, 
and  confidence  is  lost,  men  realize  that  the  banks  cannot 
change  paper  into  gold.  People  never  demand  payment  of  the 
bank-notes  in  circulation,  unless  they 'are  alarmed;  demand  is 
then  without  avail,  because  it  is  general ;  and  payment  is 
Stopped.  Payment  on  demand  is  not  necessary,  in  the  regular 
^ogress  of  business ;  as  a  security,  it  is  delusive  s&d  unavailable 
in  the  hour  of  need ;  and  as  a  restraint,  it  is  not  sufficiently 
cffDOtive.  The  history  of  banks  of  cirealation  proves  that  they 
i^ewt  restricted  their  issues  to  *die  amount  they  coald  pay  OfX 
denuiiid;  their  liabilities  have  itnged  from  two  to  ten  times 
Ibe  amount  of  their  specie. 

Banks  of  circulation,  however,  here  and  elsewhere,  are  and 
eontlnue  to  be  placed  under  stringent  legal  obligations  to  pay 
their  liabilities  in  eoins.  If  any  law  coold  compel  them  to  do 
Ihis,  tad  etin  leare  them  power  BtdRcient  to  cirry  on  the  bnsi^ 
liess  el  banking  with  the  same  advantage  to  their  eostomers  and 
the  pabHe  as  at  present,  the  enrrenoy  they  woald  fomlsh  would 
indeed  be  the  best  atkahiable  for  cireoUrtion.  For  a  paper  ctu^ 
teney  of  snflieieAt'amdimty  absolutely  and  at  all  tibes  oonverti* 
ble^-ironld  ccimbiiie  almost' every  eonoeifable  sdvaitage.'  Hie 
ebstatole  is,  that  sadi  a  ebavertiblllty  hr'impossible;  no  legtsla^ 
iion  can  accomplish  it;  the  bmmpotd&ee  of  the  British  Parita- 
meni  eoald  not  achieve  it.  Even  the  mmsoal  provMon  in  ih» 
eonstitatMm  of  the  State  of  Kew  Torkj  which  denies  the  power 
to  the  Legislatore  of  legalizing  a  suspension  of  specie  paymentSy 
avafled  not  in  1857,  during  the  fSeiMt  panie  of  the  fanndred 
days.  This  precantion  about  .the  notes  did  not  extend  to  thcf 
deposits. .  The  banks  suspended  npon  tfaur  deposits,  which  weH 
ten  times  the  amonni  of  their  notes.  Tbey  have  since  vssumedi'  • 
and  have  now  331,000,000  of  specie  to  ^90,000,000  of  notes  ' 
and  deposits.  With  this  enormous  and  unnsual  accamnlation  of 
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gold,  paynicnt  on  demand  rests  only  on  the  forbearance  of  tho 
people.  The  depositors  could  bring  tho  banks  to  a  state  of  sus- 
pension in  two  hours.  Upon  thia  state  of  facts,  the  common 
phrase  that  our  bank  circulation  is  based  on  gold  and  silver  is 
absolutely  untrue.  If  our  paper  currency  had  no  other  basis 
than  this  very  uncertain,  insecure,  and  ultimately  impossible 
convertibility,  it  could  not  be  upheld  for  a  week,  nor  even  a  day. 
The  real  basis  of  our  paper  currency,  that  which  does  sustain  it 
through  eitraordinary  emergencies,  is  the  individual  promissory 
notes,  and  other  evidences  of  debt,  in  exchange  for  which  it  is 
issued.  These  must  all  be  paid,  or  the  debtors  must  fail  or  sus- 
pend. The  business  men  of  the  United  States  owed  the  baf^ka, 
in  1856,  the  sum  of  ^684,000,000 ;  and  the  banks  were  indebted, 
for  their  circulation  and  deposits,  ^445,000,000.  If  we  suppose 
that  these  debtors  to  the  banks  were  100,000  in  number,  owinf^ 
an  average  of  $6840  each,  all  this  mass  of  business  men  would 
be  active  agents  in  redeeming  the  issues  of  the  banks,  of  which 
the  average  burden  of  each  would  be  $4450.  The  products  of 
the  iadHBtry  of  a  couuligr  ,. being  sold,  individaftl  paper  being 
givesi  thereiory  Avd-Abe  issues  of  the  bank  being  given  for  thet 
Individual  pi^er,  it  m  evident  net  eoly  that  the  issuee  are  based 
tpOB  that  paper,  bnt  it  is  equally  evident  tbnt,  the  cemmodities 
for  which  the  individuahs  isMod  their  paper  have  come  into  their 
handi^  thtet  .tfaey  have  these  commodities  to  offer  to  the  pub- 
lic £ar  the.notes  in  circulation,  and  for  ohecks  on  the  banks,  with 
■iiailiitofe^  their  debts.  The  real  strength  of  the  bankeu  in  thi% 
tlllfciiipir?i»iaine«.. ie>|WMWie4t<Mh  the  tmda  sad  indoftfy  of  the 
iMvUy;  «id.aU  tha  bMMMM  na^  nkh  the  eommeditiee  o( 
flUMiiiipfiaii  kx  ihm  ]uHidi»  era  nte.  tiM  strongeit  ii^ 
dHMaMiiti.te  eCue  tlieee.ooBBNdilieA  fSur  tfce  itotee  end  diBodli 

^  the  jM|lk«nVHuUll'>/ui  A  Qsjj^^  hhoi{  tWliif  li{  4  .,iX  nyit 

^  most  not|  then,  we  repeet,  be  jipp  oied.  thet  the  baeteef  omt 
peper  eorreney  ia  apeeie ;  the  fiMst  la,  and  most  be,  othenriae ; 
that  ia  bo  foondation  to  be  relied  npouy  which  maat  go  with  the 
Ibet  flood.  No  anperatmetnre  like  our  banking  system  ahovld 
be  reared  upon  a  quiokaand.  •  We  do  not  orge  ihia  aa  an  argn- 
amt  ageinat  oonvertibili^  on  demand^  m  the  mapeet  of  a  check 
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upon  the  banks.   It  may  be  neoeessrj  or  ezpedient,  but  eaonol 

be  80  on  the  ground  of  its  being  the  basis,  or  adequate  security, 
of  bank  issues.  We  should  not  make  the  concession  even  by 
implication,  that  ^50,000,000  or  $G0,000,000  of  gold  and  silver 
can  be  any  proper  bjisis  for  issues  or  liabilities  of  the  banks  to 
the  amount  of  ^5,000,000  to  §500,000,000 :  it  is  a  more  de- 
lusion, to  regard  the  former  amounts  as  sufficient  to  sustain  a 
demand  for  the  latter.  If  some  of  the  European  potentates  who 
maintain  armies  of  half  a  million,  were  to  reduce  their  numbers 
to  fifty  thousand,  upon  the  mere  hope  of  forbearance  on  the  part 
of  those  who  could  injure  them,  they  would  act  as  wisely,  on  the» 
vital  subject  of  public  defence,  as  we  do  in  regard  to  specie  pay- 
ments by  the  banks.  France,  with  fifty  thousand  men  in  arms, 
would  be  overwhelmed  in  a  day.  The  potentates  of  Europe  are 
not  so  indifferent  to  the  dictates  of  worldly  wisdom.  But  our 
banking  system  disregarding  alike  common  sense,  worldly  wisdom, 
and  the  lesson  of  Holy  Writ,  which  teaches  a  ruler  to  consider 
beforehand  whether  he  can  overcome  an  enemy  with  a  thousand 
"who  comes  against  him  with  ten  thousand,  undertakes,  with  fifty 
millions  in  its  strong-holds,  to  meet  five  Ikuadred  millkNis.ftlvftyt 
ready  to  come  against  the  bftnks. 

We  object,  then,  to  a  phrase  so  likdy  to-  aiileed,  as  that  of 
CftHing  gold  or  silver  the  basis  of  paper  ourrency,  under  the  pre* 
•enl  eoBstitotioii  of  omt  beake»  The  obligation  to  pay  on  de- 
loaikd  eaa  be  nothing  more  than  a  cheek  on  the  abuse  of  bank^ 
IBg*  or  a  security  to  the  public,  and  as  such  only  shovkl  it  IM 
tegaided  and  dieoMBed.  If  it  he  indispensable,  it  is  upon  the 
ground  that  no  other  adequate  eeewitf  ie  attttnable.  Wed» 
«ot  bdtove  this,  and  regard  thii  ftttonpl  to  ylaise  tha  tredit  ays* 
ten  on  the  baok  of  our  coinage  Byeten»  «•  pirtekng  of  tiMt««»« 
tion  and  wisdom  whioh  would  plaee  a  kHKNnottTe^  ftr  ite  Wli 
MTvioe^  upon  a  oM-hone  cacti 
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1 8.  Bank  issues  aiid  agency  the  chi^  athuj  'Wi#wi  of  payment  —  Neto 
York  banks  in  1857  —  ConfraetUm  ^  tkt  mmrency  —  Fund  out  of  which, 
debts  are  jmid  —  Process  of  pat/iug  continuous —  CiVy  banlis  and  country 
banks — The  former  cliicf  n'jents  in  pnipnenls — T>f viand  for  specie — • 
Faniea — Results  —  Banks  increase^  despite  the  abuses  of  t>anking  —  Pro*^ 
4fimmd  ^eeis  of  riy<i  miitrm$ium  ^ mmttif^  tkm  njW  «t  mM 

MM  at      m«rqr  ^  <A«  ion&t. 

Bnt  whatever  may  be  said  in  defence  of  the  position,  that 
paper  currency  is  based  upon  the  precious  metals,  it  is  very  cer- 
.  tain  that,  both  in  this  country  and  England,  paper  currency  is 
the  chief  medium  of  payment.  In  the  first  eight  months  of 
1857,  the  darings  or  payments  at  the  New  York  Clearing- 
house fluctuated  between  ^655,000,000  and  ^770,000,000  for 
each  month.  In  addition  to  which,  large  petynients  occorred,  not 
indioated  at  the  Clearing-honse.  All  payments  made  in  anj 
bcnk  by  a  check  on  that  bank  are  completed  there,  and  do  not 
go  to  the  Clearing-house.  The  banks  only  resort  to  the  Clear* 
ng-honae  for  the  adjustment  of  the  checks  they  rcceiVe,  and  the 
claims  they  hold  upon  other  banks.  The  monthly  payments  of 
Hew  York  were  littlv  less  than  ^900,000,000,  from  January  to 
August,  1S57.  Dvi&g  that  time,  the  average  amount  of  speeie 
in  the  banks  was  under  912,000,000,  the  deposits  averaged 
106^000,000,  and  the  circulation  (8,000,000.  It  is  apparent^ 
Utamt  tlwft  9100,000,000  of  bank-notes  and  deposits  effect 
aid  of  the  booln  of  tiio  banks,  p^fmonts  of  not  less  than 
|00,^,OOO-daliy,1rtiibt  tiie  11^000,000  of  spede  in  the  banktf . 
iOiiMlj  sMved  al  sfl. 

9be  aetoal  agen^  of  tbo  pivoioaB  metals  iii  these  eorrent 
4dly  payaeato  is  altogatfaer  too  enisill  to  be  either  appre<aated  or 
MsBad.  It  is  onlj  employed  for  the  payment  of  oocasional 
balaBoes  in  the  foreign  and  domestio  trade.  We  have  already 
adferted  tb  l9ie  ftot  that,  when  the  panie  of  1857  set  in,  it 
east  the  ellgr  of  New  York  a  oontraetion  of  bank  facilities  to 
Ihe  annmnt  of  $66,000,000  to  retain  $12,000,000  of  gold.  la 
Angost,  1857,  the  loans  of  the  New  York  banks  amounted  to 
1122,000,000,  and  the  deposits  to  194,000,000 ;  in  the  middle 
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•f  Oetober,  tlie  loang  had  faUep  to  ^7,000,000»  mi  tfie  depo- 
■ito  to  |6M00,000.  A«s  tin  Uoln  wm  oliliged  to  witlii- 
tei^  from  tin  pabMe  906^<HK)',OOO  of  pftp«r  camosjf  to  Jceep 
•1S;000,000  of  gdld  in  fhe^  TsidtB.  Thii  wm  iriihholdiag 
11,000,000  dailj,  of  Omi  wntomiqr  teak  faeilitia^  Iw  wdij'tix 
d^  Bo  kag     Aa  hwte  mU,     Ihw  flilwwrtinoty 
kaaUtiH  Inop  Mr*  MMgo  if  ipecio  to  newly  Ihe  nmoint  «f 
112,000,000,  they  oontiaied  it.  About  tiio  adddlo  of  October, 
eren  tUe  tamhle  ecpedieiit  fiuled.   Tbit  piAieiioa  of  the  paUie 
gave  way;  the  peoplo  stepped  into  the  beahi.nad  took  os^ 
14,000,^000  of  specie,  end  the  bMiks  stopped.  Bat  the  epnae- 
quences  and  operation  of  thie  oontraetton  axe  not  ahonii  bj  tha 
faet  of  the  withdrawal  of  $66,000,000  of  oorreaey  in  at  nwnj 
days.  Xha'iMmt  of  onrveMy  at  any  partjealar  tin*  aetnr 
ariiihito  the  anoant  of  pajmento  whioh  that  ewnD^  oaa4<ffeet 
in  a  nngle  day;  its  power  <«r  efficient  most  be  sitiimated.bytii> 
sum  of  the  payiaents  whieh  can  be  aeeon^ished  within  a.^ren 
time.   The  reel  oontraction  or  dimiaation  of  payments  would  be 
shown  by  a  comparison  of  the  actual  transactions  of  the  banks 
for  a  day  or  week  at  the  different  periods  compared.    As  it  has 
not  been  customary  to  report  the  whole  movement  of  tlic  fuiuk 
in  the  banks,  we  must  resort  to  the  Clearing-house  for  the  best 
approximation.    The  average  clearings  in  New  York  exceeded 
$700,000,000  each  month,  from  January  to  August,  1857 ;  in 
September  they  were  $481,000,000;  in  October  they  were 
reduced  to  $308,000,000,  much  less  than  half  the  monthly 
average  from  January  to  August.    Here  is  an  actual  falling 
off,  in  the  monthly  payments  of  the  Clearing-house  alone,  of 
$350,000,000,  or  more  than  $12,000,000  daily:  that  ia,  the 
effort  of  the  banka  to  keep  less  than  $12,000,000  of  specie,  in- 
volved a  diminution  of  the  payments  of  the  city  of  $12,000,000 
daily.    The  whole  sum  of  the  payments  made  in  the  Clearing- 
house, in  the  months  of  September,  October,  November  and  De- 
cember, 1857,  were  less,  by  $1,428,000,000,  than  the  amount 
paid  the  preceding  four  months.    The  severity  of  this  contrac- 
tion was  f urthei;  shown  by  the  advanoe  of  interest,  ij^osi  ei|Lht  te 


Digitized  by  Google 


BPIOIAL  VVXaVXON  OP  TUB  BANKS.  477 

M  ]^  €Mit  m  Jdjy  to  tMlgr4b«r  «id  Air^-iiK  per  oent  ift 
Ootabor. 

By  vhitmr  fonMrov  eompHaitioni  H  iMgr  1w  «ovmd  or  olil^ 
MMd*  ikm  nMB  bvbew  of  the  Uafai  ^flpMkHy  la  Hie 
pkamat  tntU  — d  iaiMfty,HMiifii»this  payefci of  debU 
nitii  Mdita^  or  tgi  mtml  eet^  He  Iniiln  keep  k>o]n  Ibr 
libeireoitoiiMB^  iBiiiiioii  ilNgrm  ehM|s«lirttli1keaolM  ttpo* 
vUeb  they  are  iwleked,  mH  ereliN^lbr  Ifce  Mtes  tiieoaatea 
«  Repeated*  Theee  aofeii  wo.  fmMi  en*  liw  beolto  ef 
kmkiy  ftoi  flfiiy  oreditor  of  tlMt  tedi  otn  we-H  to  pay  hk 
debts.  It  is  olifioBS  tiMt,  in  Hub  sperttioB,  Ikere  is  ne  -speoial 
."virtue  in  the  indiTidaal  notes  diseoented  or  paid  at  the  banks. 
These  notos  are  merely  evidences  of  debt.  The  debts  are  just 
as  susceptible  of  being  set-ofF  without  such  evidences,  as  with 
thcra.  Persons  who  arc  mutually  indebted  upon  book  account 
may  set-off  their  debts,  or  buiunce  their  accounts,  upon  the 
»  evidence  of  their  books.  So  a  bank  may  keep  the  debt  and 
credit  account  of  a  thousand  persons,  may  set-off  their  debts  so 
far  as  they  are  matual,  and  collect  the  balances  due  to  those 
who  have  more  coming  to  them  than  they  owe  upon  any  evidence 
of  indebtedness  which  the  parties  might  deem  sufficient.  This 
adjustment  may  be  effected  by  banks,  or  by  any  similar  institu- 
tions ;  the  mode  of  doing  it,  whether  by  bank-notes,  bank  depo- 
sits, or  the  books  of  the  bank,  is  not  of  the  essence  of  the  ojkts- 
tion ;  thttt  ooBsists  in  discharging  or  eztiogoishing  debts  by 
credits. 

The  extent  to  which  this  is  done  yearly,  in  the  United  States, 
may  be  approximated  by  reference  to  the  movement  of  the  New 
York  banks.  The  rcturna  of  the  Clearing-house,  for  the  year 
1857,  give  over  ^7,000,000,000'  as  the  amount  of  tlie  clearing 
between  the  banks.  Taking  the  whole  payments  of  the  city  at 
^8,000,000,000  jeerly,  and  the  aggregate  of  the  whole  country 
.at  tenfold  tUs  amount,  and  we  have  a  total  of  ^90,000,000,000. 
•Of  tUs  som,  •  eleee  ABidjsis  of  the  iMisiBess  ef  the  bonks  shows 

>  If  the  last  half  of  1857  M  fa#sa  Sfsal  t»  Iks  flnl>  lbs  MMoaat  wsoM 
bavs  bcea  ^000.000»OUO. 
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that  at  least  $85,()00,000,0(K)  are  paid  by  set-off— a  propartiom 
which  will  not  be  very  different,  whether  the  real  amount  1)6 
more  or  less  than  the  aboTO.  The  banks  hare,  then,  n  vtmt  bnai- 
ness  of  adjustment  to  accompliali  among  tiMir  onrtomors,  lAnA 
is  not  dependent  for  its  efficiency  or  suceass  iq»on  gold  or  silver, 
.or  Qoinage.  This  indebtedness  is  all  ozprwaed  in  a  money  of 
acconnt  perfectly  nnd«NrtQOd  by  the  partioa  irho  employ  it.  In 
,tlus  money  of  aeoMmti  nihousand  or  a  mfflion  of  debt  ezpreasw 
precisely  tbe  came  vakm  as  a  thoesKBd  or  a  mflUon  of  orodtt. 
The  parlies  are  dealing  upon  psrfeotlyeqnal  tsnns^  so  for  as  the 
figures  go,  and  in  a  hmgwige  they  perfeeHy  understand.  To 
aake  these  pi^ymente,  they  reqniie  neither  gold,  norsiTveF,  nor 
coin%  nor  sealss,  nor  weights,  any  more  than  they  are  required 
by  those  who  are  balaneing  their  book  aooonnts. 

Another  feature  in  the  bosiness  of  the  hanks  shonld  not  be 
OTorloofced,  in  a  striet  nlmlyais  of  their  proeesses.  If  they  were 
to  dose  theur  opentaons  strictly  every  year,  thdr  discounts  of 
interest  wodd  not  only  have  to  be  paid  in  money,  hot  also  all 
the  debtor  balanees  of  their  oustonisvs.  The  banks  can  only  be 
paid  in  their  own  paper  or  eredits,  so  far  as  their  issues  go ;  all 
further  amoonts  payable  te  the  banks  must  be  discharged  in 
.money,  or  what  is  equally  good  to  the  banks.  But  the  business 
.of^  the  hanks  is  oentinnoos;  they  are  constautly  receiving  and 
Jnissning  theur  own  notes  and  credits.  In  the  year  1857,  the 
loans  of  the  banks  averaged  8728,000,000,  which  amount  would 
run  oil;  on  the  average,  and  be  renewed  at  least  every  ninety 
days,  making  the  sum  of  the  loans  or  discounts,  for  the  year, 
12,912,000,000.  To  keep  up  the  daily  average  of  $728,000,000 
■would  require,  on  everyday,  a  payment  of  over  88,000,000,  and 
a  daily  or  weekly  receipt  of  discounted  paper  large  enough  to 
restore  the  amount  thus  daily  paid  off  and  extinguished.  The 
banks  thus  carry  on  a  constant  business  of  issuing  new  currency 
as  the  old  is  returned.  Strictly  speaking,  a  bank-note  is  only  a 
medium  to  pay  hank  debts ;  so,  also,  with  credits  for  proceeds 
of  notes  di.-^counted  in  the  shape  of  deposits.  In  practice,  they 
Are  efficient  substitutes  for  money,  because  the  debtors  to  the 
banks  must  have  them.    The  banks,  therefore,  can  safely  take 
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their  own  kmm  for  profit  or  interest,  becftuse  it  absorbs  an  eqn- 
Talent  portion  of  their  liabilities ;  those  of  their  customers  who  have 
balances  in  their  favor  can  retain  them  in  tbe  sbi^  of  depostti, 
•nd  carry  tbem  thus  into  tke  nest  yotr's  account  or  business. 
Just  as  persons  having  mutual  accounts  settle  their  books,  and 
aseertain  the  bahincftw :  but  instead  of  pajing  th^m,  carry  then 
forward,  and  merge  them  ia  a  netr  aaowmt. 

The  banks  thus  enable  men  to  oavy  their  aeeourts  on  con* 
-tdnnonsly  on  their  book%  without  regular  payment  of  all 
balances  in  money ;  the  process  of  setting-off  debts  going  on 
.without  intermption,  and  withont  the  intervention  of  any  lags! 
mon^,  as  men  continue  their  mutual  deaUngs  for  yean,  with- 
out any  other  payment  tlian  that  which  is  eibeCed  by  mutual 
accounts. 

We  haw  already  intinmted  that  the  attention  of  those  desmAis 
of  reforming  our  banking  system  has  been  too  exehiBiTely  directed 
to  the  issue  of  bank-notes,  as  if  the  whole  mischief  of  tlie  system 
proceeded  from  the  abuse  of  that  power.  Even  if  it  were  llm 
fact,  that  the  evils  of  the  system  belonged  mainly  to  the  power 
of  issuing  bank-notes,  a  cUsttnction  should  bo  made  between 
country  and  city  banks.  The  fimer  issue  bank-notes  more 
largely,  in  proportion  to  their  capital  and  bosniess,  than  the 
latter.  The  country  banks,  which  rely  for  tkeur  bnsiBess  and 
profits  upon  their  mrcnlation,  have  more  to  answer  for,  in  refer- ' 
ence  to  the  over-issue  of  bank-notes.  The  legtriation  proper  to 
prevent  abuses  of  the  country  banks  might  be  very  injurious  to 
the  system  of  banking  in  the  great  marts  of  in<Iu8try  and  trade. 
It  is  upon  these  that  depend  mainly  the  steadiness  of  the  cur- 
rency, and  the  firmness  of  credit  throughout  the  country.  The 
failure  of  a  country  Lank  to  redeem  its  issues,  and  its  refusal  to 
grant  the  usual  facilities,  have  little  efiect  beyond  the  limited 
circle  of  its  business ;  but  when  the  banks  in  the  great  money- 
markets  in  the  largo  cities  fail  or  refuse  to  grant  the  usual  bank- 
ing facilities,  the  effects  are  felt  throughout  the  country.  They 
arc  financial  centres ;  their  prosperity  and  their  adversity  both 
radiate  to  the  circumference ;  they  wield  millions,  where  other 
banks  wield  thousands.   It  is  to  these  powerful  and  influential 
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ilistitutioiis  that  we  must  look  for  some  of  the  hazardous  aspects 
of  our  banking  system.  They  are  the  heart  and  lungs  of  tho 
whole  system,  and  any  disorder  ia  them  sends  dismay  and  dan- 
ger through  all  the  members.  Passing  by  the  special  hazards 
of  country  banking  for  the  present,  we  give  our  attention  to  the 
^vils  which  specially  beset  the  city  banks,  and  tkrougk  them 
inflict  serious  injuries  upon  the  whole  country. 

The  giMt  commercial  adjustments  or  payments  of  the  United 
States  are  effiMted  at  the  banks  in  tibt  chief  cities.  At  least 
ooe-teath  in  amount  of  the  whole  occur  at  New  York,  and  in 
'  juroportion  at  New  OileMM»  Boston,  and  intermediate  oUms; 
The  movemeota  of  tho  credit  ajstem  tend  t^umf^j  to  a  concen- 
tration of  payments  in  these  cities,  but  especially  in  Nev  YorlCi 
It  is  found  to  be  economical,  and  otherwise  advantagcons,  to 
efiect  payments  at »  point  common  to  as  many  as  possible.  The 
men  of  luge  business,  and  the  banks  throughout  the  rest  of  the 
Mnaataji  have  their  age&ts  or  correspondents  in  New  York.  A 
vast  eoncentraUon  of  peyments  is  aeoompiished :  and  where  the 
pajments  are  made,  thore,  of  eonne,  the  fhod  for  payment  is 
aooomnlated.  Beaks  and  indindoals  of  the  interior,  North  and 
8oaih,  East  and  West,  make  and  reoeiFe  parents  in  New 
York.  Besides  the  great  aeeomdation  ef  fands,  there  is  also, 
of  course,  a  great  eonoonrse  of  borrowers.  The  banks  of  thnt 
aly  report  a  line  of  disooonftsezeeeding  (100,000,000.  If  this 
rons  off  ereiy  sii^  days,  the  disoowits  in  n  year  would  amonnt 
to  OYer  |600,000,QpO  yearly.  These  diMonnts  of  admdnnl 
paper  yield  an  a?ersge  daily  deposit  of  from  975,000,000  te 
.1100,000,000.  We  have,  in  speaking  of  the  amoont  of  the 
daily  payments,  shown  wi^  what  great  eieet  these  deposiis  aie 
wielded;  with  soch  simoeas,  that,  with  the  aid  of  only  $6,000,000 
or  $8,000,000  of  oironlation,  payments  to  the  daily  amount  ef 
$30,000,000  are  aoc<miplished.  These  payments  being  made 
with  a  fond  formed  by  the  diseount  of  indifidual  paper  not 
due,  the  circulation  proceeds  with  a  rapidity  fully  equal  to  any 
possible  change  of  ownership.  It  could  change  hands,  if  the 
demands  of  business  required  it,  every  hour  in  tho  day,  or  more 
freq^uently,  if  needful six  timed  daily  would,  with  ^75,000,000 
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al  deposits,  pay  $450,000,000.  But  whether  the  payments  each 
day,  in  New  York,  are  |80,000,000  or  $100,000,000;  they  are 
made  in  the  way  we  have  designated.  This  fund,  in  the  ahape 
oC  dqpeaito  and  circulation,  is  kept  up  by  a  line  of  discounts 
MTfCagiBg  MJ  1^000,000  each  secular  day ;  it  is  extinguished, 
alao,  at  the  arerage  rate  daily  of  92,000,000 ;  for  the  debtor  ia 
•Teiy  note  diaooonted  at  bank  paya  it  hj  a  eheck-npon  lliat 
fvad;  hta  payment  abflorba  and  ret«ma  to  the  bank  an  eqni- 
Talent  amovnt  of  bank-notes  or  deponUi.  For  this  sam  of 
$2,000,000  daily  anpplied  b j  the  banks  to  the  paying  fbnd,  the 
banks  engage  to  pay  ^eie  on  demand :  the  notes  diseonnted 
by  them  are  payaUe  at  an  aTsrage  of  aizty  days ;  bat'  the 
banksi  so  fiur  as  they  and  the  pnblio  are  eonoemed,  make  them 
dne  at  ooee.  This  midertakiBg  of  the  banks  adds  nothing  to  the 
elieien<9'  of  the  fad,  in  its  funotion  of  paying  debts ;  for  this, 
medxnm  of  payment  is  always  effsotive,  so  long  as  persons  are 
wiOing  to  reottTO  it.  The  banks  in  Nov  York  keep  on  hand, 
fat  the  purpose  of  facing  this  obHgatidn  to  pay  $100,000,000 
on  demand,  a  snm  of  gold  and  silver  aTeraging  ordinarily  from 
$10,000,000  to  $15,000,000;  they  do  not  ever  attempt  to  retain 
a  sufficient  amount  to  meet  their  liabilities,  for,  if  they  did,  their 
business  would  not  meet  its  expenses.  They  arc,  then,  every- 
day exposed  to  a  demand  for  specie  from  three  to  ten  times 
greater  than  thoy  can  meet. 

In  the  ordinary  course  of  the  domestic  trade  they  would  sel- 
dom he  called  on  for  an  amount  of  gold  or  silver  great  enough  to 
cause  an  alarm,  or  seriously  diminish  their  reserve.  But  New 
York  is  the  point  from  which  shipments  are  chiefly  made  to  pay 
adverse  balances,  and  the  banks  are  especially  exposed  to  a 
demand  for  all  the  gold  required  to  pay  unfavorable  balances 
in  the  foreiiiu  trade.  If  over-trading  has  taken  place,  and  heavy 
balances  are  to  be  paid,  the  proper  penalty  of  over-trading,  in  the 
shape  of  high  exchange,  should  fall  upon  the  over-traders,  who 
have  to  remit  for  their  adverse  balances ;  but  our  banks  are 
required  to  ward  off  thin  penalty,  and  furnish,  for  the  credits 
upon  their  books,  the  whole  amount  needed,  and  that  without 
the  pririlege  of  chargiog  any  premium.  Ihe  dealer  in  boliion 
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can  lawfully  demand  a  premium  for  gold  or  silver,  according  to 
tho  nature  of  the  demand,  and  the  pressing  necessities  of  the 
buyer.  Every  holder  of  a  coin  can  ask  for  it  any  price  tho  exi- 
gencies of  tho  buyer  may  compel  him  to  give ;  but  the  banks 
must  part  with  their  ooia  at  the  legal  price,  be  the  demaad  ever 
90  pressing. 

It  is  not  difficult  to  see  what  abaadant  food  for  panic  there  is 
m  such  a  condition  of  things.  Persons  in  the  United  States  hafe 
claims  to  the  amount  of  $400,000,000  on  the  banks,  payable 
on  demand;  these  claimants  know  that  the  banks  cannot  pay 
in  specie  the  fifth  part  of  them,  and  often  not  the  tenth  part* 
And  although  the  specie  is  not  what  they  need,  or  woold  ever 
have  asked,  yet  they  know  that  the  banks  may  stop  payment  in 
an  hour;  that  they  will  then  be  branded  as  bankrupt ;  and  that 
they  may  thereupon  be  subjected  to  injunoos  and  damaging 
legal  proceedings:  panic  becomes,  therefore,  inevitable.  Hen 
in  such  oircomstanoes  feel  themselves  to  be  involved  in  a  wide- 
spread, complicated  calamity.  They  fear  the  resolt,  not  only 
'  for  the  amount  of  their  present  deposits,  and  the  bank-notes  they 
hold,  but  they  tremble  for  other  debts  due  to  them,  and  are  in  eqmil 
dread  about  what  they  owe.  They  know  that  if  this  machinery 
of  the  eredit  system  w  stopped,  or  serionsly  disturbed,  debto 
cannot  be  paid.  The  banks,  under  the  inflnenoe  of  a  panie^ 
knowing  that  they  can  ndther  trust  one  another,  nor  the  unrea- 
soning public,  for  an  hour,  adopt  what  seesM  to  them  the  only 
safe  course ;  th^  rAeive  in  payment  sJl  their  issues  as  fast  as 
current  payments  return  them,  without,  however,  as  usual,  keep- 
ing up  the  currency  by  fresh  discounts.  If  the  payments  at  the 
banks  amount  m  the  United  States,  for  each  day,  to  $300,000,000, 
the  withdrawal  of  the  usual  facilities  at  the  banks  by  contraction, 
to  the  extent  of  even  one-half,  would  rapidly  absorb  the  stock 
of  bank-notes  and  deposits  applicable  to  current  payments,  and 
of  course  make  these  payments  daily  more  difficult,  and  finally, 
to  a  large  extent,  impossible.  High  interest,  such  as  eighteen, 
twent y-fuur  or  thirty-six  per  cent,  per  annum,  supervenes  in  this 
hour  of  trial  to  check  still  further  the  circulation  of  that  portion 
of  the  bank-notes  and  deposits  not  absorbed  by  the  banks. 
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hk  &tel  pttDio  of  «  bvidr^  daya,  wUeli  ooenrred  in  the 
Iwt  qoATter  of  18fi7,  Tut  mimbere  of  men  in  bnnncis  iSyled  in 
the  Umted  States,  and  hnndreda  of  tniUionfl  were  lost  in  the 
wreck  of  cve^t,  in  tibe  depreeifttion  of  seeuities  end  of  pro* 
pcrty,  reel  end  personel,  be^ee  hwidreds  of  miUions  lost  by  ibe 
cbedE  to  indwtij,  iStm  stoppage  of  bnttneesy  end  ibe  eeasetion 
«f  lebor.  Millions  of  idle  Uboren  loee  millions  of  dollers  daily. 
The  lees  in  a  pnnis  of  n  hnndred  days  ie  n  feerfid  thing  to  con- 
template in  figures !  How  mneh  more  so  the  reality,  if  it  could 
be  brought  at  one  glance  under  the  eye !  The  grave  of  many 
vast  fortunes,  the  gulf  which  has  swallowed  the  competency  of 
thousands,  the  comforts,  the  hoYie-^,  the  food  and  raiment  of 
millions  who  toil  with  their  own  hands  for  their  daily  bread  I 

It  is  calamity  like  this  which  opposes  to  the  banking  system 
of  Great  Britain  and  the  United  States  a  mass  of  prejudice, 
which  nothing  but  its  real  utility  and  importance  could  with- 
stand for  a  day ;  which  brings  down  upon  it,  from  time  to  time, 
a  load  of  obloquy  enough  to  crush  or  blot  out  any  system  or  in- 
stitution with  which  society  can  at  all  dispense.  The  Bank  of 
England  has,  during  the  whole  period  of  its  existence,  borne  the 
blame  and  odium  uf  most  of  the  commercial  revulsions  and  finan- 
cial panics  which  have  visile  J  Great  Britain.  It  has  had  to  bear 
all  sorts  of  Parliamentary  intervention  and  restriction;  and  it 
has  been  the  constant  object  of  attack  and  vituperation  on  the 
part  of  journalists,  authors  and  legislators.  The  bank  has 
not  only  lived  through  all  this,  but  in  fact  grows  stronger  from 
year  to  year.  Whilst  it  is  impossible  to  deny  that  there  is 
some  ground  for  all  this  enmity,  and  all  these  objections, 
the  fact  stands  out  obvious  to  all,  that  the  advantages  of  the 
bank  to  the  publio  are  sooh,  that  it  oannot  be  dispensed 
with. 

It  is  the  same  with  the  banking  sjstem  of  the  United  States. 
It  has  home  enough  of  reproach,  censure,  and  legislative  rcstrio- 
tion,  to  have  wholly  repressed,  if  not  destroyed  it,  bat  for  the 
evident  fact  that  it  was  a  system  which  the  people  could  not 
snrrender  nor  replace.  The  eensnre  has  been  strong  and  well- 
foonded;  the  objections  to  the  systepiy  and  some  of  its  workingSi 
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are  well  taken ;  the  prejudices  are  the  result  of  real  mischief. 
The  benefits  of  tlie  system  have  outweighed  all  thiei  and  the 
nvmher  of  the  banka.  in  the  United  Statea  is  gnrwing  rapidlj«^ 
there  being  now  more  than  four  times  as  many  public  banks  aa 
there  were  in  1830«  The  ffreat  inerease  of  private  hanking* 
houses  of  late  years  proves  that  the  public  banks  had  not  trans- 
cended the  demands  of  business.  The  publio  of  the  United 
States  have  deeided  uniBiatakablj  not  obIj  in  fSwror  of  the  oon- 
tinuance  of  oor  banking  sjatem,  but  in  favor  of  ita  enlai^mont. 
Thb  decision  has  been  made  against  strong  objection,  great  ont- 
erjf  and  persevering  <^potttkm.  Upon  the  evidence  of  the  past, 
we  must  condnde  that  oor  banking  system  cannot  be  pot  down» 
nor  its  progress  wholly  stopped  There  is,  thereftHre,  the  more 
reason  that  its  firalts  should  be  under8tood,.a&d  the  proper  reme- 
dies applied. 

Oor  banks  are  so  constituted,  that  when  the  ignorant  and 
alarmed  mnltitade  commence  a  ran  for  coins,  they  have  no 
resource  hot  to  withdraw  the  usual  facilities  of  banking  from  the 
very  men  of  business  to  whose  custom  they  owe  all  their  profits, 
and  to  whose  forbearaaee  they  owe  every  day  's  existence.  When 
this  race  begins,  the  banks,  whilst  they  are  daily  receiving,  in 
their  own  notes  and  credits  (checks  on  depoeits),  the  sums  pay- 
able to  them,  withhold  the  customary  facilities  or  discounts  from 
their  customers,  and  by  this  means  create  such  a  strong  demand 
i(fr  bank-notes  and  credits  for  payment  of  debts,  as  checks  their 
presentation  for  the  specie.  The  stream  ui"  bank-uotc-s  and  de- 
posirs  sets  steadily  and  strongly  towards  the  banks,  and  veturn3 
to  the  public  in  a  constantly  decreasing  volume.  The  demand 
of  the  banks  upon  the  public  may  continue  unabated  for  some 
sixty  days,  in  which  time,  in  a  couunercial  community,  the  strin- 
gency may  become  such,  that  few,  if  any,  can  have  bank-notes 
or  credits  upon  which  to  make  demand  for  specie ;  an*!  those 
who  have  will  be  tempted  by  the  debtors  to  the  banks  to  accept 

*  Tba  progress  of  banking  in  the  United  States  may  b«  seen  in  the  de- 
eenaiil  hidresee.  In  1782  there  was  1  beak ;  in  1790,  4 ;  in  1800.  28 ;  in 
1810, 80| in  182d;806; in  1830, 8d0; in  1840, 907;  in  1850, 824;  in  1857, 
1400. 
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•I  1k»  rate  of  twelve,  eighteen,  twenty,  or  tliirty  per  cent,  per 
Muram;  And  tlms  these  bank-notes  and  bank  eredits  will  be 
ratamed  to  the  banka  in  payment  of  debts,  in  place  of  being 
preaented  for  payment  in  ipeeie.  The  eontraetian  in  New  York, 
in  the  panie  of  1857,  is  a  speeimeii  of  what  the  banks  are  conr- 
Btrained  to  do^  to  save  AeinseiTes.  They  can  only  protect  thor 
coibrs  by  refesing  to  issue  the  nsoal  supply  of  evrrency.  The 
dindnntion  of  loans  ahd- deposits  in  the  banks  of  KewTcwk  stood 
thus  in  August  and  Oetober,  1857 :  — 


This  exhibits  a  reduction  of  discounts,  in  one  month,  of 
^13,000,000,  and  in  the  succeeding  month  of  811,000,000;  that 
is,  §24, 000,000  in  sixty  days:  in  one  month  deposits  ran  down, 
under  this  operation,  ^17,000,000;  in  the  succcediti^z;  month, 
;§'23,000,000  ;  luakiiisi.  in  the  two  months,  a  reduction  in  the  cliief 
medium  of  payment  of  340,000,000.  The  deposits  were  thus  re- 
duced nearly  one-half.  It  cannot  be  surprising  that,  under  such  a 
process  of  contraction,  interest  went  up  to  between  fifteen  and 
thirty-six  per  cent.,  and  exchange  down  to  nine  or  ten  per  cent, 
below  par.  What  the  banks  did  in  New  York  was  done,  in  a  greater 
or  less  degree,  in  other  cities ;  bankruptcy,  rain  and  destruction 
followed.  It  is  estimated  that  from  five  to  six  thousand  failures 
occurred,  involving  an  indebtedness  of  from  3-^0,000,000  to 
3300,000,000,  with aloss  tocreditors  of  more  than  3150,000,000. 
But  this  loss  bears  no  comparison  with  that  arising  from  the  de- 
preciation of  seenrities,  and  from  the  &U  in  price  of  real  and 
pefBonsl  property,  which,  judging  from  the  reenlts  of  estimates 
oarefnlly  made,  eannot  be  less  than  9^00,000,000,  and  may  not 
improbably  be  twice  that  snm.  The  loss  sostaiaed  by  the  men 
'who  labor  for  their  liring  is  even  more  severe  in  its  oonse- 
ipienees,  if  not  equal  in  peoaniary  amount.  A  million  of  men 
idle  for  six  months  involves  a  loss  to  the  oonntry  of  9150,000,000, 
besides  the  loss  upon  the  machinery,  shops,  tools  and  factories, 
which  stand  idle  when  the  workmen  are  nnemployed. . 


15th  of  August  

Ida  of  StplMiber 
17«h  of  Oetober... 


$121,241,472 
106»777,421 
97,245,826 


$92,;i5G.328 
75.772,774 
52,894.628 
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'  The  late  psnie  hM  mftietedy  in  ell  ite  tieeoHbigs  end  laaillea* 
tioos,  e  tois  npen  the  oowitij  wfaidi  maj  he  tiimmibIj  eethnatecl 
<^  1^,000,000  to  91,000,000,000.  Ho  doobt  the  itt  eSMte 
of  the  puuewere  maeh  enhaneedhythe  prenooi  ahoeeof  eredit, 
^ad  that  •  eoBBidorable  portioQ  of  thk  dmatatioii  ebodd  be  eet 
'down  to  that  aoeonnt.  With  eterj  aHowanee  in  that  respect, 
ire  shall  hatte  a  vast  anm  of  lose  to  diarge  to  the  penio;  and 
niMOieF  this  aom  be  |4OO,O0O,OOO,  w  $800,000,000,  matters 
not  to  our  Tieir.  The  hm  nas,  to  a  great  extent,  omieoessary  , 
cruel,  terrible  —>a  kes  irhidi  has  oarried  privai^on,  distreas  and 
ruin  to  a  million  of  homes.  For  a  time,  at  least,  not  yet  passed, 
it  reduced  hundreds  of  thousands  of  the  best  people  to  a  state 
of  entire  dependence,  if  not  beggarj. 

What  was  the  occasion  of  these  dire  calamities  ?  The  banks  of 
the  United  States  bad  a  reserve  of  specie  for  several  years  pre- 
vious to  1857,  and  during  the  first  half  of  that  year,  amounting  to 
somewhat  over  §{>0,000,(XK) ;  and  of  this,  the  banks  in  the  city 
of  New  York  held  a  little  more  than  one-fifth.  To  save  this 
amount  of  specie,  the  banks  contracted  tlie  currency  one-half, 
denied  the  usual  fiicilities  upon  their  books,  put  up  the  rate  of  in- 
terest from  twelve  to  thirty -six  per  cent.,  put  down  exchange 
upon  Eu^dan d  to  nine  or  ten  per  cent,  below  par,  reduced  the 
revenue  from  customs  to  less  than  half  the  usual  amount,  drew  a 
surplus  of  $20, 000,000  of  gold  out  of  the  puldic  treasury,  and 
drove  the  govenmient  to  an  issue  of  papier  promises  to  pay  its 
current  expenses,  deprived  hundreds  of  thousands,  perhaps 
miHiAM^  of  their  customary  employment,  caused  some  five  or  six 
thousand  faikiree  among  men  of  buainees,  and  finally  ii^cted  a 
loss  on  the  eoontry,  in  the  dcpreciatioii  of  seenrities,  in  the 
redttotion  of  priees  and  by  insolveoey,  of  eeveial  hundred 
millions. — ^Not  to  save  this  sum  of  fifty  nillioiis  from  being  lost, 
sunk  in  the  ocean,  or  ihroifn  away,  were  all  these  evils  eitcoun* 
tered,  bat  merely  to  prevent  it  from  passing  into  circulation 
among  the  people,  or  at  the  worst,  to  prevent  it  from  being  ex* 
ported  in  payment  of  debts  due  in  foreign  ooontries.  Kine- 
tenths  of  the  debts  of  the  country  are  paid,  ae  we  hare  seen,  by 
the  agenoy  of  disooonts  and  deposits,  with  aome  aid  finm  the 
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cintalatlon  of  tlie  bufal;  \nt  ihe  basb  hm  bten  plaoed  under 
muk  IbflftTypeMltkitepajaU  tbiir  luilnlitiai  m  ipedeoiide- 
naiidy  that  wli«n  ih^  un  thmleaed  witH  a  panioy  a  eomnwroial 
MTulsioii,  or  a  hwrj  ezporl  of  spode  to  foreigii  eomtriei,  the j 
are  oonpeUed,  like  Sameon  in  tke  temple  of  the  FhiliBtiBes,  to 
pull  down  the  whole  fabric  of  erediti  pnUio  and  private,  about 
the  em  of  the  people,  to  disturb  and  cheek  the  progreee  of  in^ 
dttftrj  in  all  itB  departmenta,  to  make  bankrupts  of  their  ewh 
tomera,  and  to  sow  pauperiam  broadcast  in  the  field  of  labor. 

This  compelled  policj  of  the  banks,  under  the  stringency  of 
the  laws  which  govern  them,  has  been  called  paying  specie. 
But  .with  how  little  propriety.  Instead  of  paying  their  liu bill- 
ties  with  commercial  promptness  and  the  faithfulness  of  those 
who  are  discharging  a  legal  and  moral  oLligatiou,  they  resist 
it  with  all  the  power  and  weapons  they  can  command.  In  the 
struggled  incident  to  this  resistance,  thej  strike  down  friends  as 
well  as  enemies,  and  deprive  the  public  of  an  amount  of  cur- 
rency necessary  to  business,  ten  times  greater  than  the  specie 
they  arc  unwilling  to  pay  out.  And  this  is  the  convertibility 
so  long  aimed  at,  and  to  secure  which  so  much  legislation  and 
80  much  thought  has  been  expended !  This  is  the  triumph  of 
banks  which  pass  through  a  season  of  panic  and  revulsion  with- 
out suspending !  —  a  triumph  like  the  victory  which  leaves 
100,000  dead  bodies  on  the  held  of  battle,  which  makes  10,000 
widows,  50,000  orphans,  and  200,000  paupers ! 

We  have  spent  half  a  century  in  heaping  penalties  upon  the 
banks,  to  enforce  an  honest  and  full  discharge  of  their  pro- 
mises ;  the  performance  consists  in  hurling  back  the  penalties 
upon  the  heads  of  their  customers,  to  disable  them  from  asking  a 
compliance  with  these  engagements.  Among  individual  mer- 
chants, that  would  bo  regarded  as  a  TOry  unsatisfactory  kind  of 
punctuality,  which  oonsisted  in  keeping  creditors  at  bay,  by  de- 
priving  them  of  the  power  of  asking  for  their  dues,  or  by  destroy- 
ing them  so  effectually,  as  to  prevent  all  possibility  of  their 
being  troublesome.  Such,  thus  far,  is  the  achievement  of  legis- 
lation in  reference  to  the  banks.  The  penalties  imposed  are  so 
heavy,  sad  the  consequences  of  suspending  specie  payments  so 
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naoh  €lr«ad«d,  ibat  the  baafai  do  not  Mtote  to  use  «I1  thiir 
powier  oTer  their  enstomen,  and  OTer  the  money-nwrket^  to  eate 
theneelTes :  that  power  myolvee  a  saerifioe  of  greater  amoMt 
than  the  whole  capital  of  all  the  banks,  with  all  their  depoeite 
uid  all  their  epeoie.  This  power  of  the  banks  has  been  not  . 
inaptly  called  the  Borew:  when  the  banks  become  alarmed  for 
their  own  safety,  they  apply  the  screw  to  the  pnblic,  with  snch 
Tigor,  as  to  retom  with  multiplied  effect  all  tiie  presaiire  and  all 
the  restrictions  wbidi  the  public  has  imposed  npon  them. 

There  is  somethmg  absurdly  and  fatally  preposterous  in  a 
policy  which  loads  the  banks  with  obligations  they  cannot  fulfil, 
irhich  imposes  penalties  they  cannot  escape,  and  then  allows 
them  to  protect  themsel?e8  by  casting  these  burdens  and 
penalties  upon  the  very  public  for  whose  benefit  they  were  im- 
posed. Whatever  may  be  the  propriety  of  placing  the  banks 
under  the  most  stringent  regulations  against  abuses,  and  under 
the  necessity,  in  all  circumstances,  of  paying  specie,  it  can 
neither  be  expedient  nor  \vi^;e  to  make  it  the  interest  of  the 
banks  to  destroy  credit,  and  paralyze  industry,  for  their  own 
protection.  The  people  who  force  their  banks  to  pay  their  issues 
on  demand,  under  such  imperfect  regulations,  do  so,  as  we  have 
seen  in  the  panic  of  1857,  at  a  cost  tenfold  the  amount  of  specie 
involved.  Under  such  provisions,  the  banks  at  times  must  sus- 
pend, or  the  people  must  bear  a  pecuniary  depletion  fearful  to 
contemplate. 

In  every  struggle  between  the  public  and  the  banks,  the  pub- 
lic has  had  the  worst  of  it.  JJanks  may  bo  destroyed ;  but, 
under  their  present  constitution,  their  downfall  involves  greater 
mischiefs,  and  more  destruction  of  capital|  than  many  times  the 
value  of  their  corporate  interests. 
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{  4.  Banks  iniendtd  to  be  a  puUic  benefit,  not  a  public  evil  —  rublic 
ri§kl  to  ike  f^eUitkt  o^brdii  fty  haiJta^OmineUMt  qf  Ike  enr- 
rmey,  ond  retuUi^Bemtdiii-'Diteotmte,  proeteii  payMe  ei  a  Juhart 

(laij  ill  money,  but  receivable  at  all  times  /or  debts  to  the  bariks  —  Deposits 
Icjalhj  jHiyable  at  a  future  day,  but  receivable  in  bank  at  all  times  far 
debts  —  Jlank-noles  patjuhlc  at  a  day  future,  but  rereivable  for  debts  — 
— -Loug  credits  an  ekinaU  rf  disturbance  in  the  credit  system  —  Direr- 
9iou  of  the  funds  of  the  credit  system  from  ihcir  proper  channel —  Credit 
ewftmcjf  ekoM  be  eo  pwhed  ae  to  be  JbiMni—  Cmmiry  tenib—  2%elr 
bttMneee  of  a  different  nalure~~Breeeiit  bemking  jyifm  not  adapted  to  iL 

It  cannot  be  doubted,  in  view  of  all  this,  that  some  oh»Dge  is 
needful  in  the  very  constitution  of  our  banks ;  the  payment  of 
ipeeie,  in  the  mode  in  which  it  has  been  enjoined,- cannot 
be  enforced  but  at  a  cost  which  should  never  be  encountered. 
If  the  banks  are  rightly  placed  under  these  obligations,  Uieir 
compliance  should  be  full  and  free,  without  resenration  or  eva- 
Bion,  but  especially  should  tt  be  without  any  retaltatofj  measures 
against  the  public :  if  they  are  tolerated  or  encouraged  as  use- 
ful instittttions,  thej  should  not  bo  permitted  to  wield,  for  their 
protection,  a  power  so  irrenstible,  and  a  weapon  so  destructive* 
Having  received  their  charters,  in  good  part,  upon  public  con* 
fidentbns ;  having  offered  to  the  public  certain  banking  facili- 
ties and  conveniences ;  having  drawn  from  its  previous  channels 
certain  portions  of  businesB,  and  the  custom  of  large  nnmbers 
of  men  in  trade  or  mannfaetures,  no  sndden  withdrawal  of  these 
iiMilities,  no  hasty  desertion  of  their  customers,  should  be  en- 
dured, much  less  •  poficj  more  destructive  thsn  civil  vary 
ftndne  or  conflagration. 

Ihe  banks  commenced  thenr  business,  witii  the  avowed  purpose 
of  serving  the  public,  as  well  as  making  dividends  'for  their 
stockholders.  The  business  thus  undertaken  concentrates  in  tho 
channels  formed  for  it,  and  flows  on  with  a  steadiness  propor- 
tioned to  the  regular  progress  of  trade  and  industry.  The 
flMulity  aflbrded  by  the  banks  is  very  great,  and  their  compen- 
sation  is  ample.  Having  assumed  this  position,  they  have 
given  the  public  a  title  to  the  facilities  of  banking,  for  upon  no 
other  ground  would  their  corporate  existence  have  been  con- 
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ceded;  the  public  have  •  right  to  their  discreet  and  well-ordered 
contiiMiaiiee. 

It  could  nerer  have  been  -within  the  contemplation  of  legis- 
lators, that  banks  might,  at  their  pleasure,  arbitrarily  disoon- 
tinue  their  functions,  and  refuse  to  be  the  medium  of  oommer- 
dal  pajments ;  and  while  they  were  exacting  fulfilment  of  every 
obligation,  On  the  part  of  their  customers,  deny  to  thorn  altoge- 
ther the  usual  means  of  meeting  their  payments.  It  certainly 
never  could  have  been  intended,  when  the  obligation  to  pay 
specie  was  imposed  upou  .the  banks,  that  this  obligation  sljould 
be  accepted  as  a  condition  of  their  charters,  l)ut  with  the  liberty 
of  denying  to  the  public  the  very  facilities  that  bunks  cuu  best 
furnish.  The  community  in  which  banks  are  situated  have  a 
right  to  expect  that  they  will  continue  the  business  of  banking 
with  a  reasonable  degree  of  consistency  and  stcadiuess.  This 
function  is  too  important  to  be  the  subject  of  starts  and  stops,  or 
any  unnecessary  variations.  Its  progress  should  keep  pace 
with  the  business  of  tlio  time.  The  institution  wliich  obtains  a 
charter  to  carry  on  the  business  of  banking,  which  afterwards 
secures  a  large  number  of  customers,  with  whom,  of  course,  a 
still  larger  circle  of  business  men  are  connected,  and  tlien,  with- 
out sufficient  reason,  suddenly  shuts  its  books  and  refuses  to  con- 
tinue business  in  the  regular  and  accustomed  manner,  commits 
an  oiTence  not  less  grave  in  its  nature,  and  much  woiB^in  its 
results,  than  that  of  suspending  specie  payments. 

In  the  regular  progress  of  industry  and  trade,  new  business- 
paper  is  constantly  made,  and  as  constantly  finds  its  way  to  the 
banks;  while  that  which  has  been  dbcounted  matures  and  is 
paid,  the  new  paper  is  offered  for  discount,  by  which  the  depo* 
nts,  as  they  are  paid  to  the  banks,  are  replenished  and  kept  up 
in  amount.  A  contraction  cuts  off  the  supply  of  discounts  and 
deposits ;  and  whilst  the  notes  of  individuals  are  maturing,  thsj 
•re  suddenly  denied  the  usual,  and  indeed  the  only,  means  <d 
paying  them.  They  may  be  making  their  average  sales,  and 
receiving  the  usual  paper ;  but  the  banks,  in  a  state  of  contrac- 
tion, refuse  new  issues,  though  they  exact  punctual  pigments. 
Jl  firm  doing  business  to  the  extent  of  9400,000  yearly,  has 
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payments  to  make,  averaging  over  §1000  each  day.  A  severe 
contraction  bj  the  banks  may  ruin  such  a  firm  in  a  month ;  that 
is,  if  the  banks,  during  one  month,  withhohl  the  usual  facilities 
to  the  extent  of  only  $15,000,  it  may  stop  the  firm,  and  inflict 
upon  it  a  loss  of  $100,000,  or  more,  and  other  injuries  wholly 
irreparable.  When  the  bank  screw  is  on,  it  bears  upon  all  who 
have  larfro  payments  to  make ;  the  scarcity  is  felt  by  all,  and  of 
course  mutual  assistance  to  any  large  extent  is  out  of  the  ques- 
tion, and  the  resort  to  advanced  rates  of  interest  becomes  inevi- 
table. So,  when  the  banks  of  the  United  States  have  a  line 
of  discounts  amounting  to  §000,000,000,  a  contraction  of 
$50,000,000,  or  $100,000,000,  in  a  month,  may  cause  thou- 
sands of  men  to  stop  payment,  -with  a  damage  of  hundreds  of 
millions,  besides  accompanying  mischiefs  and  evils,  such  as  we 
have  before  indicated.  A  suspension  on  the  part  of  the  banks, 
however  carefully  it  should  be  guarded  against  and  avoided,  and 
whatever  inconveniences  and  losses  it  may  involve,  is  an  evil 
which  cannot  for  a  moment  be  weighed  against  the  oahimity  of 
a  contraction.  A  snspeoaioa  mmj  or  maj  not  be  a  scrioia 
evil :  it  may  last  for  days,  or  weeks,  or  years,  or  even  for  a 
quarter  of  a  century,  as  did  that  of  the  Bank  of  England  from 
1797  to  1822,  with  more  or  less  damage  to  the  banks,  and  injury 
to  the  currency.  A  oontraotion  by  the  banks,  if  severe,  or 
amoonting  to  only  fifi^  per  oent.  of  their  usual  discounts,  will  in 
a  week  create  distress  and  panic ;  in  a  fortnight,  inflict  bank* 
mptcy  and  min  upon  multitudes ;  in  a  month,  wideHfpread  in- 
solvency,  destnietion  of  credit,  a  ruinous  faU  of  prices,  a  para- 
lysis of  indostry  and  trmie,  with  all  the  train  of  starving  multi- 
Indes,  erowded  almshouses,  and  overflowing  prisons.  But  in 
dealing  with  the  banks,  oar  legislators  have  forsaken  the  old 
adag^,  ^'of  two  evils,  choose  the  least;"  they  have  spent  their 
whole  ingenuity  in  devising  means  to  enforce  the  nninterrapted 
payment  of  specie,  leaving  the  hanks  at  foil  liberty  to  infliet 
vpon  the  poblio  all  the  evils  of  a  contraction,  as  the  only  means 
of  avoidbig  the  disgrace  of  a  sospension.  No  groater  or  mora 
fstal  mistake  coold  have  been  committed;  the  results  of  this 
error  in  legislation  can  perhaps  never  be  estisMted.   The  hii- 
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tory  of  banking  proves,  beyond  question,  that  most  of  the  mis- 
chiefs which  liave  proceeded  from  the  system  have  been  caused 
by  irregular  action  on  the  part  of  tiie  banks,  bat  more  especially 
by  rapid  contraction  in  the  face  of  a  demand  for  specie.  Expe- 
rience has  taught  us,  too,  that  all  this  legislation,  and  all  these 
&uf)V  t  itig.<^,  are  insufficient  to  secure  the  continued  convertibility 
of  bank  liabilities. 

We  arc  forced  t  )  the  conclusion,  then,  that  there  should  be  legal 
provisions  against  undue  contraction,  not  less  stringent  than  those 
against  suspension.  The  former  being,  indeed,  immeasurably 
the  ^'reuier  evil,  demands  proportionable  care  on  the  part  of  the 
public  authorities.  It  may  be  thought  that  the  evil  is  without 
remedy.  The  analysis  of  the  processes  of  banking  already  pre- 
sented, encourage  us  to  believe  that  it  is  much  less  difficult  to 
prevent  needless  contractions  by  the  banks,  than  to  secure  the 
payment  of  ^00,000,000  of  UabUities  with  ^50,000,000  of 
specie. 

We  know,  by  observation  of  the  business  of  banks  an  I  their 
customers,  that  it  is  not  specie  these  customers  most  need.  The 
■ia&  who  has  $20,000  of  his  notes  maturing  in  Jone^  may  in  ad-  » 
▼anoe  ask  the  bank  which  is  the  holder  of  these  notes  for  a  dis- 
eotmt  of  notes  held  by  him  for  that  sum,  payable  in  October.  He 
does  not  ask  for  gold  or  silver,  or  for  bank-notes;  he  merely 
wishes  a  eredit  on  the  books  of  the  bank,  upon  which  he  can 
draw  for  the  amount  of  his  notes  as  they  mature.  He  knows 
this  is  the  business  in  which  the  bank  is  chiefly  engaged,  and 
that  more  than  nine-tenths  of  the  payments  made  to  the  bank 
are  made  by  checks  on  it,  or  some  other  bank:  he  therefore 
neither  needs  nor  specie  in  reference  to  his  payment 

of  $20,000.  He  may  owe  the  hanks  |100,000  upon  notes  whicli 
will  mature  in  three,  four  or  riz  months,  and  hold  the  paper  of 
osiers  sufficient  to  pay  the  whole  amount,  provided  he  can  have 
the  needful  fscilitj  for  applying  it.  For  this  class  of  customersi 
who  have  to  pay  in  bank  from  $5000  to  $50,000  a  month,  it  is 
proper  that  some  legal  provision  should  be  made  against  the 
capricious  use  of  power  by  the  banks.  It  is  against  these  that 
the  power  of  contraction  is  exercised  with  such  fatal  results ; 
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they  are  the  chief  bwiness  men  of  eyerj  commiUiity,  and  as 
such  entitled  to  any  protection  yrise  foresight  can  provide. 

The  banks,  therefore,  should  be  aathorised  and  required  to  open 
aooomitB  with  such  of  their  customers  as  may  desire  it  for  the 
mere  purposes  of  a^nstment :  that  is,  when  a  man  offers  a  note, 
having  four  months  to  run,  at  a  bank  for  discount,  the  proceeds 
in  this  new  account  to  be  placed  on  the  books  of  the  bsnk  to  his 
credit,  paj^ble  in  lawful  money  of  the  United  States  on  the  day 
when  the  discounted  noto  matures,  but  receiTable  by  the  bank 
at  all  times  in  satisfhotion  of  any  debt  payable  at  the  bank.  The 
bank  would  dius  gtre  for  discounted  paper,  not  money,  but  a 
credit  on  its  books,  payaUe  in  money  as  soon  as  the  paper  dis- 
counted is  payable.  The  advantage  to  the  customer  is,  that  he 
receives  at  once  funds  to  pay  his  debts  in  bank  ^  funds  divisi- 
ble to  the  minutest  fraction,  convenient,  safe  and  manageable. 
This  is  just  what  the  man  of  business  wants ;  his  personal  credit 
enables  him  to  purchase  on  time,  for  his  own  paper,  whatever 
his  business  requires.  He  gives  the  same  advantage  he  enjoys 
to  those  who  purdiase  from  1dm ;  and  the  bank  completes  the 
transaction,  by  enabling  its  customer  thus  to  pay  his  notes  with 
the  notes  of  others.  In  this  part  of  their  business,  the  banks  would 
he  dealing  with  their  customers  in  credits,  in  a  manner  agreed 
upon  beforehand,  and  mutually  advantageous.  They  -would  then 
be  authorized  to  open  two  accounts  with  every  customer  who 
desired  it  —  one  for  money,  and  one  for  credit.  The  depo- 
sitor of  money  would,  upon  a  special  book,  and  witli  a  npecial 
form  of  check,  be  always  able  to  draw  money  or  transfer  it. 
Upon  a  credit  account,  the  depositor  could  only  draw  the  same 
kind  of  funds  he  deposited;  but  his  deposit  would  at  all  times  be 
applical)le  to  payment  of  any  debt  to  the  bank.  Applications 
for  discount  would  state  wlicther  the  amount  was  needed  in 
money,  in  bank-notes,  or  in  a  credit  on  the  books  of  the  bank. 
If  granted  in  money,  it  would  be  paid  in  money ;  but  if  in  credit, 
the  proceeds  of  the  discounted  paper  would  bo  credited  accord- 
ingly, and  entered  as  a  deposit  applicable  to  all  payments  to  the 
bank,  but  payable  in  specie  only  on  the  maturity  of  the  paper 
discounted.  The  banks,  by  agreeAent,  receire  all  deposits  upon 
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tbe  condition  of  their  being  repayable  in  coins  in  sixty  or  ninety 
day?,  but  receivable  for  any  debt  due  the  bank  immediately^  and 
at  all  times. 

In  tills  way  a  bank  would  only  lend  money  when  it  had  money 
to  knd  ;  and  it  could  lend  credit  at  all  times,  upon  good  notes, 
to  any  amount,  because  it  would  only  become  liable  to  pay  in 
gold  when  the  paper  discounted  matured.  In  this  part  of  its 
business,  a  bank  would  have  claims  upon  its  customers  for  the 
same  amount,  and  payable  at  the  same  time,  as  the  chiims  of  the 
public  upon  the  bank.  In  other  words,  a  bank  would  hold  the 
notes  of  individuals  for,  say  ^lO^sO^^?  payable  on  the  average 
of  two  months,  for  which  it  gave  credits  on  its  books  to  the 
amount  of  399,000,  paynble  in  specie  pari  passu  with  the  matu- 
rity of  the  discounted  piipcr.  Tlie  dcbtor.%  of  the  ^100,000  must 
pay  the  bank,  in  the  progress  of  tlic  two  months,  §100,000,  or 
31000  in  money,  with  ^90,000  of  bank  credits.  The  latter  is,  of 
course,  the  currency  in  which  the  bank  is  paid  ;  and  it  is  this 
last  process  which  it  is  important  to  separate  from  transactions 
in  money,  that  it  may  not  be  interrupted  or  deranged  by  every 
fluctuation  in  the  demand  for  money.  It  is  one  of  the  processes 
of  the  credit  system,  the  magnitude  and  importuioe  of  wiiioh  is 
far  beyond  any  nse  of  the  precious  metals. 

But  whilst  it  is  quite  practioable  and  proper  that  the  banks 
aboiild  be  bound  to  keep  this  process  by  special  accounts  with 
their  eastomers  open  for  the  purpose  of  adjusting  debts,  it  is 
evident  that  although  bank-notes  «re  employed  in  the  same 
way,  and  are  applicable  to  the  same  uses,  jet  their  use  cannot 
be  left  to  any  private  management  between  the  banks  and  their 
customers.  The  employment  of  bank  deposits  or  credits  is  con- 
fined chiefly  to  the  narrow  circle  of  bank  depositors  and  dealers 
in  seeoritlcs;  but  bank-notes  take  a  vide  range  of  circulation, 
in  very  subdivided  amounts.  Their  proper  tendency  is  always 
to  the  bniik  whioh  tssnes  them;  its  notes  and  d^KMits  are  the 
proper  fund  to  pay  debts  to  a  bank,  and  arc  of  course  eagerly 
eoqglit  (or  by  all  its  debtors.  So  wide  is  their  track  of  move- 
ment, and  so  andonbted  their  usefulness,  that  every  precaution 
•henld'  be  tekeii  to  proteet^  not  only  the  holders  of  th^  notes, 
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but  to  uphold  the  confidence  of  the  public  in  a  Bccurity  which, 
if  wisely  and  skilfully  managed,  can  be  made  to  perform  so  suc- 
cessfully, the  functions  of  money.  Tlic  economy  of  employing 
bauk-notcs,  so  far  as  they  are  applicable  as  substitutes  for 
money,  furnishes  additional  motives  to  guard  against  all  prac- 
tices or  abuses  which  may  bring  discreilit  upon  them. 

In  strictness,  bank-notes  should  not  be  issued,  payable  on  de- 
mand, in  exchange  for  individual  notes  payable  at  a  subsequent 
day,  for  the  reason  we  have  urged,  that  such  a  promise  on  the 
part  of  the  banks  is  delusive;  they  cannot  fulfil  it,  if. required. 
It  is  made  iu  the  confidence,  not  of  jierformance,  but  of  forbear- 
ance. The  public,  in  this  respect,  cannot  rely  upon  the  bank, 
nor  the  latter  upon  the  forbearance  of  the  public.  ^  Bank-notes 
issued  in  exchange  fox  individual  paper  at  four  months,  and  the 
same  with  notes  of  shorter  date,  should  in  strictness  be  issued 
at  four  months,  so  far  as  it  regards  payment  in  specie ;  but 
recetvabh'  immediately^  and  at  all  times,  in  discharge  of  any 
debts  jntyable  at  the  bank.  The  banks  might  safely  issue  their 
notes  in  this  form,  and  be  ready  to  meet  them  when  due,  or  at 
any  time  afterwards  ;  in  this  form,  with  the  security  of  public 
stocks,  with  ample  margin,  they  would  become  as  safe  a  cur- 
rency as  has  ever  been  devised,  and  as  free  from  fluctuation. 

The  inconvenience  of  making  every  bank-note  payable  in 
specie  on  a  day  corresponding  with  the  maturity  of  the  dis- 
counted paper  on  which  it  is  issued,  would  involve  some  trouble 
and  expense;  but  it  is  very  certain  the  ingenuity  of  bankers  and 
engravers  could  overcome  this  difTiculty.  Bank-notes  payable 
on  demand  should  never  be  issued,  beyond  the  amount  of 
specie  actually  in  the  bank.  Bank-notes  payable  at  a  future 
day  shoubl  only  be  received  on  deposit  in  the  credit  accounts, 
where  they  would  be  applicable  to  all  the  usual  purposes  of  pay- 
ment, without  being  convertible  on  demand.  Deposits  not  actu- 
ally made  in  coins  or  bullion,  should  by  contract  be  legally 
payable  say  in  sixty  or  ninety  days  troni  the  date  of  the  deposit, 
bat  be  receivable,  in  the  meantime,  for  debts  in  bank.  With 
gnch  rftgalatiffPifi  tbe  banks  would  never  be  under  the  necessity 
iC  mfiHT^Dg  any  raoMHii  contraotion  o£  the  ewuemj,  for  t^ew 
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iSBaes  iro&ld  return  at  the  same  rate  as  their  liahJlities  to  pay 
specie  would  accrue.  They  could  oontiirae  to  issue  the  average 
sum  of  currency,  without  hazard,  as  it  would  expose  them  to  no 
instant  demand ;  they  could  save  their  customers  in  a  commer- 
cial crisis,  and  thereby  stay  the  diasters  of  a  contraction,  which 
is  one  of  the  most  direful  evils  of  inodern  times. 

The  income  of  tlic  banks  would  be  in  their  own  issues,  or  in 
money ;  that  portion  not  roccivcd  in  their  own  issues  would  bo 
received  in  nionej,  or  in  some  currency  fully  satisHictory.  If 
the  regular  course  of  payment  into  the  banks  did  not  return 
their  own  issues  in  full,  they  would  be  subject  to  a  demand  for 
specie  for  all  that  might  remain  outstanding;  and  this  should  bo 
a  sufficient  |timulu3  to  watchfulness  and  caution  in  their  busi- 
ness, both  in  the  matter  of  issuing  their  own  currency,  and 
receiving  that  of  others.  They  could  then  pay  every  demand 
for  specie  without  any  necessity  for  contraction,  and  they  should 
be  held  to  it  by  ample  securities  deposited  for  that  purpose,  with 
the  penalty  of  a  high  rate  of  interest  for  any  delay.  Let  the 
banks  have  ample  opportunity  to  be  useful  to  their  stockholders 
and  to  the  public ;  let  their  engagements  be  only  such  as,  with 
proper  care  anl  skill,  they  can  perform;  and  then  let  faithful 
performance  be  rigidly  exacted.  Let  them  have  no  power  to 
oppress  a  whole  country,  in  the  racrc  effort  to  save  themselves 
from  a  temporary  suspension.  Let  not  specie  payments  consist 
in  making  a  famine,  in  place  of  offering  a  feast. 

It  is  a  frequent  subject  of  remark  and  complaint,  that  in  some 
departments  of  business  the  credits  upon  sales  are  too  prolonged. 
There  is,  it  is  well  known,  much  abuse  of  the  credit  system  in 
that  way.  Industry,  as  well  as  climate,  has  its  seasons  and  its 
yearly  cycle.  It  counts  its  achievements  and  its  gains  by  the 
year.  The  consumption  of  the  annual  products  of  industry  has 
its  regular  stages,  and  its  yearly  completion.  The  distribution 
of  trade  is  governed  by  the  order  of  consumption.  The  time 
given  upon  sales  should  be  controlled  by  the  same  rule ;  credits 
should  not  be  prolonged  for  a  year,  but  should  be  governed  by 
the  progress  of  consumption.  That  which  is  consumed  should 
be  paid  for,  and  that  which  cannot  bo  confiomed  should  not  bft 
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represented  bj  paper  in  the  proeeaseB  of  the  eredit  system,  m 
'  taj  of  its  agencies.  The  credit  system  is  one  of  pure  acyust- 
.neDt.  It  adjusts  the  accounts  between  labor  and  labor,  conuno- 
dities  and  oommoditiesy  capital  and  capital,  and  between  all 
these  as  variously  commingled  and  the  persons  who  control 
them,  where  the  circle  of  movement  has  been  eompleted ;  com* 
Dodities  for  which  no  debt  has  accrued,  and  no  paper  has  been 
isened,  are  not  yet  items  in  the  accounts  of  the  credit  system. 
Long  credits  do  not  fully  change  this  condition,  but  only  intro- 
duce complications  and  confusion. 

To  trace  all  the  mischiefs  of  prolonged  credits,  given  rather 
as  a  temptation  to  the  purchaser  than  as  any  facility  to  the  pro- 
gress of  consumption,  would  well  repay  the  trouble,  but  might 
lead  us  out  of  our  path*  We  can  only  make  a  remark  in  refer- 
ence to  their  effects  upon  banking.  We  have  seen  that  one  of 
the  chief  advantages  afforded  by  the  banks  is  the  facility  they 
afford  to  men  in  business,  of  applying  thc^r  credits  to  pay  their 
debts ;  the  paper  which  they  take  being  discounted  and  applied 
to  the  payment  of  that  which  they  give.  In  doing  this,  the 
banks  act  as  agents  of  both  parties,  debtors  and  creditors,  be- 
oanse  collectively  they  are  but  one  party  —  all  arc  debtors,  and 
all  are  creditor.  The  power  of  the  banks  in  this  agency  de- 
pends, in  no  small  degree,  upon  whether  the  maturity  of  the 
disconnted  paper  does  not  fall  too  widely  apart.  As  a  general 
thing,  persons  who  give  notes  in  the  progress  of  their  transao- 
tions,  payable  at  a  future  day,  endeavor  to  take  the  notes  of 
those  wiUi  whom  they  deal,  payable  at  times  not  too  far  off  to  be 
appfieahle,  by  aid  of  the  banks,  in  discharge  of  their  own  paper. 
If  a  portion  of  the  customers  of  a  bank  should  give  their  notes 
at  four  mouths,  and  tske  the  notes  of  others  at  eight  or  twelve 
months,  the  banks  would  properly  hesitate  to  discount  the  long 
paper.  When  the  notes  given  by  a  merchant  mature  within  one, 
two  or  three  mouths  of  those  which  he  takes,  the  banks  can 
stand  between  the  parties  for  this  short  time  without  risk ;  and 
allow  the  customer  whose  notes  mature  in  March  to  pay  them 
with  the  proceeds  of  notes  payable  in  June.  The  notes  of  the 
bank  issued  in  March,  or  the  credit  given  on  its  books  at  that 
82 
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time,  being  payable  in  specie  on  demand,  the  bank  is  exposed, 
from  March  till  Jane,  to  a  demand  for  the  amount  of  its  notes 
-or  credits,  at  the  pleasure  of  the  holders.  This  is  qualified,  how- 
ever, by  the  demand  for  the  notes  or  credits  on  tlio  part  of  the 
debtors  irho  must  be  prepared,  in  June,  to  lift  their  notes,  by 
retaraing  in  full  the  isBues  of  the  bank,  or  the  money  in  their 
place.  The  shortness  of  the  time  between  March  and  Jane 
begets  an  active  demand  for  these  issues,  which  not  only  «n8> 
tains  their  Taiue,  but  their  circulation.  In  the  case  supposed, 
they  are  all  required  to  pay  the  notes  maturing  in  Jane ;  but 
being  receivable  for  all  debts  due  to  the  bank  in  the  mean  time, 
the  demand  is  constant  and  efficient.  But  if  we  suppose  the 
merchant  whose  notes  mature  in  ^farch,  has  taken  notes  pay« 
able  in  the  following  December,  and  that  he  pays  the  bank  with 
the  proceeds  of  these  long  notes,  the  bank  must  be  exposed  to  m 
demand  for  specie  for  its  issues  upon  this  long  paper  for  nine 
months :  besides^  the  drawers  of  the  notes  payable  in  December 
are  under  no  strong  pressure  to  obtain  the  issoes  of  tl)c  bank 
for  a  payment  so  remote.  One  of  the  chief  elements  wbieli  sus- 
tains and  tiakes  active  a  bank  cireulaUon  is  thus  removed.  A 
single  instance  of  the  discount  of  long  paper  is  of  course  of  little 
account ;  but  if  long  credits  become  common,  and  the  banks  die* 
count  the  paper  to  such  an  extent  that  a  considerable  portion 
of  their  issues  or  liabilities  rests  upon  it  whibt  they  arc  under 
-obligation  to  pay  on  demand  the  very  amounts  thus  issued, 
they  must  wait  six  or  nine  months  to  be  reimbursed.  The 
liability  incurred  by  the  banks  is  the  same,  whether  the  paper 
discounted  is  long  or  short,  for  it  u  immediate ;  whilst  the  liabi- 
lities of  the  debtors  is  only  at  the  maturiij  of  ihe  long  papev. 
This  not  only  materially  lessens  the  demand  for  the  issues  of  ihe 
banks,  but  tends  to  diminish  their  Tslue,  power  ancl  usefulness 
as  a  substitute  for  money.  Not  bebg  in  brisk  or  urgent  de- 
mand for  the  legitimate  purpose  of  payment  to  the  banks,  they 
-would  .run  into  other  channels;  and  the  banks  would  be  com- 
polled  to  pay  them  long  before  they  could  recelTe  payment  of  the 
paper  on  wUch  they  were  issued. 
The  banks  being  merely  deslers  in  credit,  ctnnot  safely  di^ 
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eoant  paper  wliieli  Mon  resoltB  !n  a  loan  of  moMj.  Thej  ham 
not  tbd  money,  and  tKerelbfe  the  pdiej*  iroidd  \m  nunou. 
That  aotiTO  demaiid  for  bank-nolea,  or  Iniok  fanda^  vMoh  beit 
keeps  tliem  m  gbod  credit,  and  tnpporta  their  dxeolation,  ean 
only  be  eeenred  by  a  etiottg  ennrent  setting  towards  the  banks 
in  payment  of  debts.  The  mere  rapidly  the  banks  absorb  their 
issues,  the  more  confidenoe  they  insfnre  in  the  publio.  Thebanks, 
therefore,  whidk  are  dealing  in  paper  haTin^  aa  arerage  time  of 
three  months,  may  prosper  and.  be  extremely  effleient;  whilst 
those  which  deal  in  paper  averaging  six  months  may  not  only 
Ihil  of  being  nsefid,  but  be  speedily  and  ntterly  rained.  When 
credits  are  short,  the  whole  adjustment  is  soon  completed: 
Aredits  and  debts  meet  on  the'books  of  the  bank  and  extingoish 
.each  other:  the  debts  are  paid,  the  debtors  are  aoqnitted,  the 
liabilities  of  the  banks  are  absorbed,  and  the  risk  is  over.  When 
the  credits  are  long,  the  process  of  absorption  by  the  bank  is 
slow,  the  ctrenlation  is  languid,  the  parties  to  the 'paper  remain 
longer  liable,  and  the  risk  of  the  banks  is  greatly  increased. 

The  misebiefa  of  long  credits,  even  so  &r  as  banks  axe  con- 
cerned, are  not  confined  to  the  cases  where  sneh  paper  is  dis- 
counted by  them.  The  banks  nre  so  largely  interested  in  the 
movements  of  credit,  that  any  irregularity  in  the  general  system 
soon  reaches  them.  The  adjustments  of  the  credit  system  con- 
template not  the  evasion  or  postponement  of  payment,  but  actual 
set-off  and  final  payment.  If  a  hundred  tons  of  iron  uro  sold 
six  times  in  a  year,  each  time  at  a  citdit  of  two  montlis,  for 
^3000,  the  notes  taken  by  the  persons  selling  furnish,  through 
the  banks,  the  means  of  paying  uU  without  risk ;  for  no  one  is 
liable  longer  than  two  months :  but  if  one  of  the  uitermcdiate 
sales  is  at  eight  months,  a  link  in  this  chain  of  credit  is,  if  not 
broken,  so  drawn  out,  as  to  interrupt  the  progress  of  adjust- 
ment With  the  short  credits,  the  notes  furnished  the  means 
of  payment;  but  the  long  credit  stops  the  process.  The  long 
note  can  furnish  no  facility  for  paying  the  note  preceding  it  in 
order,  and  it  must  be  j>aid  in  money,  or  from  other  resources. 
Long  credits,  therefore,  interrupt  the  regular  order  of  payment: 
and  even  if  the  proportion  of  tbe8.e  long  credits  do  not  ejcceed 
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ten  per  cent,  of  the  whole,  the  effects  of  the  intemiptioii  my 
extend  intb  had  reeidts  throoghoat  the  whole  of  the  Tsst  openi- 
tione  of  the  credit  sjBtem,  and  he  dbtinotlj  felt  and  pereciTed 
hj  the  hanks. « Long  credits  are»  then,  not  cnlj  Tiolattons  of  the 
proper  laws  of  trade,  hat  they  are  a  dangerous  interflerence  with 
the  safe  working  of  the  credit  system. 

Another  ahnse  of  the  credit  system  doBerres  more  attention 
than  it  has  reoeiTed — the  misapplication  of  funds  which  spe- 
cially helong  to  the  regvlar  processes  of  adjustment,  hy  turning 
them  aside  to  other  channels  of  hnsiness,  in  which  they  are  em- 
ployed and  treated  as  money.  It  is  a  rery  evident  propositiott, 
that  all  the  dehts  and  all  the  credits  are  equal,  as  they  are  hut 
counterparts ;  whaterer  is  the  deht  of  one  man,  is  the  credit  of 

'another :  it  is  equally  evident,  then,  that,  in  a  direct  a^jnstment, 
it  would  require  all  the  credits  to  pay  all  the  dehts.  The  only 
reason  why  the  dehts,  in  eveiy  mode  of  payment,  do  not  absorb 
all  the  credits  is,  that  the  circulation  given  by  the  banks  to  a 
portion  of  the  credits  reduces  the  amount  necessary  to  pay  the 
debts.  It  is  still  true,  however,  that  the  proper  application  of  ' 
the  credits,  in  the  working  of  the  credit  system,  is  to  pay  the 
dehts,  so  far,  at  least,  that  evety  man  shall  have  the  opportunity 
and  he  held  to  avail  himself  of  it,  to  apply  what  ia  payable  to 
him  in  payment  of  what  he  owes  to  others.  If  credits  are  largely 
diverted  from  this,  their  legitimate  channel,  the  result  must  be 
severe  pressure  in  some  quarter  for  means  of  payment.  We  ' 
have  seen  that  the  fund  hy  means  of  which  the  chbf  payments 
of  industry  and  trade  are  made,  is  formed  by  the  discount  of  the 
securities  created  in  that  business.  If,  when  this  fund  is  formed 
by  the  action  of  the  banks,  it  is  used  for  other  purposes'— if  it 
is  employed  in  the  purchase  of  real  estatb,  in  the  ereotion  of 

.buildinga,  or  in  the  construction  of  raihroads— 'it  is  withdrawn 
from  its  proper  channel,  which  was  to  follow  in  the  track  of  the 
business  out  of  which  it  originated,  and  to  make  the  payments 
accruiug  upon  those  transactions. 

If  we  could  bring  into  one  view  all  the  debts  to  be  paid, 
and  see  at  the  same  time  the  position  of  the  credits  applicable 

..to  the  pajmeut,  we  should  perceive  at  once  the  danger  uud  thu 
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evil  of  perrerting  them  eredits  from  a  disposition  so  appropmte 
for  individuals,  and  so  necessary  in  Ml  industrial  and  commer- 
cial point  of  view*  The  whole  public  arc  deeply  interested  in 
ibe  faithful  progress  of  these  payments.  It  is,  h|wevery  maioly 
a  work  of  individuals.  Neither  the  pablic  authorities,  nor  the 
banks,  pan  apply  the  credits,  or  pay  the  debts*  The  whole 
process  is  one  of  individual  effort;  the  banks  are  passive  agents, 
and  merely  furnish  the  means  of  a^nstment.  If  credits  have 
been  short,  the  paying  of  the  discounted  paper  will  create  such 
a  demand  for  the  issues  of  the  banks,  that  there  will  be  littlei 
danger  of  any  misapplication  or  perversion.  Individual  debtors 
find  that  all  their  means,  and  all  their  activity,  are  required,  to 
pace  with  the  rapidly  maturing  paper.  If,  however,  mo- 
tives more  strong  intervene,  such  as  a  rage  of  Bpeculation ;  if 
debts  are  extensively  incurred  for  building  up  towns,  oon- 
stmctiog  rsilways,  or  other  like  works;  if  the  debtors  apjdy  the 
whole  or  a  portion  of  their  credits  to  these  purposes,  which  are 
wholly  without  the  credit  system,  then  they  must  either  to  that 
extent  fiul  to  pay  the  debts  of  trade  and  industry,  or  apply  to 
the  banks  for  accommodation  loans,  or  renewals  of  thehr  paper 
as  it  matures.  These  shifb  are  fatal  to  the  sound  working  of  the 
credit  system ;  they  show  that  the  debtors  have  parted  with  the 
fund  which  should  have  been  applied  in  payment,  and  that  they 
are  reduced  to  the  necessity  of  asking  the  banks  to  carry  the 
debt  for  them.  This  the  banks  cannot  do  without  imminent 
^k.  When  the  holder  of  a  deposit  draws  his  check  upon  a 
bank  and  pays  a  debt,  a  debt  and  credit  have  met,  and  both  are 
extinguished.  A  debt  is  paid,  and  the  bank  is  acquitted  of  a 
liability  to  the  depositor  to  the  same  amount.  But  if  the  debt 
is  continued  by  accommodation,  or  otherwise,  the  deposit  or 
oredit  is  not  used,  and  the  bank  remains  liable,  and  not  merely 
so,  but  liable  on  demand  — a  risk  which  grows  dangerous  in  pro- 
portion to  the  extent  of  such  pracitices.  The  banks  which  dis- 
count new  notes  on  time  as  they  are  offered,  giving  bank-notes 
or  deposits  in  exchange,  payable  on  demand,  and  which  to  any 
considerable  extent  renew  or  continue  the  discounted  paper, 
giving  farther  time,  must  very  soon  reach  a  point  at  which  they 
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snd  their  eostoinen  irill  bolh  eoUapflo.  If  ttiis  mong  practice 
does  not  eriginete  In  a  perrersion  of  the  fands  aj^lieable  to  the 
paymeiit  of  the  oontmned  dehta,  h  leads  directly  to  it 

The  instaiie^  of  the  misapplication  of  funds  belonging  strictly 
to  the  operation  of  the  credit  system,  and  the  non-payment  of 
debts  in  conse^nce,  are  nnmeroos  and  flagrant;  the-  results 
are  ftdl  of  admonitions.  Ko  severe  and  contmned  preseare  in 
tiie  chief  marts  of  England  and  the  United  States^  no  commer- 
cial  reralsion  has  occurred  in  these  conntrieB,  no  nunons  con* 
traction  of  th«  cnrrenoy,  no  general  destmctioQ  of  credit  has 
hi^pened,  of  iduch  thb  misapplication  of  the  funds  of  credit  has 
not  either  been  the  ohief,  or  at  least  a  leading  cause.  It  will 
not  be  denied,  that  oar  banking  system  is  responsible  for  a 
large  share  of  this  mischief. 

We  hsTO  seen  that  all  the  funds  thus  jwnrerted  are  the  pro* 
seeds  of  commereiil  or  business-paper  diseonnted  by  the  banks ; 
these  proceeds  belong  of  right  to  the  ad|ustoients  of  the  credit 
system)  but,  owing  to  i^ecial  aicumstanoes,  are  applied  to  other 
purposes.  They  are  not  money,  but  merely  securities.  The 
promissory  notes  and  bills  of  exchange,  before  being  disconntedy 
would  not  be  susceptible  of  such  perversion,  becaose  they  are  not 
eonTcnient  nor  efficient  as  currency;  bat  when,  by  being  ez*- 
ohanged  for  the  notes  or  depouts  of  a  bank,  a  currency  is  made^ 
the  danger  of  perreraion  begins.  The  power  and  functions  of 
money  being  conferred  upon  the  proceeds  of  this  discoanted 
paper,  it  begins  to  be  regarded  as  money.  It  belongs,  howcTcr, 
BOt  the  less  to  the  channel  of  acQustment  in  which  it  orlgiuated. 
The  character  and  functions  of  these  isanes  of  the  bank  make* 
them  Tezy  eflkient,  and  add  greatly  to  their  usefulness;  bat  with 
these  advantages  comes  the  diuigcr  of  mbapplication ;  for  these 
issues  are  not  merely  a  corrency — they  are  a  currency,  sup- 
posed to  be  conTcrtible,  on  demand,  into  money.  If  the  entire- 
issues  of  the  banks  were  really  so  conTertiUe,  nothing  could  be 
said  against  any  use  of  them  which  could  bo  made  of  money  ^  as 
they  are  not  in  fact,  or  by  any  possibility,  convertible,  the 
assumption  b  dangerous,  by  the  fisdtity  it  afTords,  and  the  tempta* 
tion  it  offers,  to  employ  bank  issues  as  money. 
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Of  the  hundred  million  of  deposits  and  circulation  nrhioh  the 
New  York  banks  report,  probably  not  five  millions  are  at  «ny 
one  time  applicable  to  any  other  purpose  than  to  the  current 
payment  of  the  debts  of  industry  and  trade.  These  absorb 
over  830,000,000  daily.  If,  then,  8''^0,000,000*of  the  hundred 
should  bo  abstracted  from  this  legitimate  VBsef  wd  direrted  to 
other  purposes,  $50,000,000  of  debt  would  remain  unpaid ;  not 
only  so,  but  the  still  larger  Bam  which  this  3^0,000,000  would 
have  paid  by  the  ordinary  process  of  circulation  would  also 
remain  unpaid.  The  withdrawal  of  such  a  large  sum  from  the 
current  payments  of  the  day,  and  above  all,  the  stoppage  of  the 
oirculatioQ  of  this  sum,  and  the  failure  of  payment  involved  in 
such  stoppage,  would  be  attended  with  results  so  disastrous,  that 
it  would  be  difficult  to  conjecture  where  they  would  end.  The 
ruin  of  many  fortunes  might  be  in  the  path  of  this  evil ;  the 
sacrifices  to  be  made,  the  losses  by  fall  of  prices,  the  high  rates 
of  interest  to  be  paid,  and  the  manifold  other  mischiefs  involved 
in  this  irregularity,  show  that  the  funds  which  belong  to  the 
payments  of  the  credit  aystem  cannot  bo  applied  to  other  uses 
without  conscquenoei  as  lamentable  aa  they  are  unjust.  It  may 
be  true»  that  it  is  not  possible  to  prevent  such  abuses ;  that  they 
are,  in  some  measure,  incident  to  the  use  of  credit.  No  doubt 
BOme  abuses  are  incident  to  every  form  of  credit,  and  that  it  is* 
not  possible  to  avoid  all.  We  believe  it  would  greatly  lessen 
the  abuse  of  credit,  if  the  distinction  between  money  and  credit 
were  more  carefully  studied  and  observed.  If  it  were  fully  ad- 
mitted that,  of  the  $100,000,000  of  deposits  and  ciroulation  of 
the  New  York  banks,  not  more  than  $5,000,000,  or  at  most 
$10,000,000,  eould  be  spared  at  any  one  time  from  current  pay- 
ments for  other  purposes,  banks  and  merchants  would  be  more 
watchful  to  prevent  or  check  such  a  perversion  of  credit  as  would 
inflict  a  public  iigury.  It  would  no  doubt  greatly  assbt  this 
lepressiFe  influence,  if  bank-notes  and  bank  deposits  were  only 
payable  in  specie  at  six^  or  ninety  days.  These  funds  would 
then  'be  marked,  and  their  .proper  destination  would  be  known. 
They  could  not  bo  so  readily  drawn  off  and  applied  to  other 
pnrposes.  The  misapplication  eould  be  more  roMlily  detected 
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and  defeated.  The  banka  are  so  nnich  interested  to  prevent 
this  abuse,  that  they  would  promptly  avail  themselves  of  any 
additional  power  or  facilities  they  might  employ  against  it. 

We  ha¥©  regarded  the  banking  system  of  the  United  States 
only  in  its  general  aspects.'  There  is  much  that  is  special  which 
should  arrest  the  attention  of  those  who  would  become  familiar 
with  all  the  details  of  the  aabject.    Every  part  of  the  country 
lias  ito  peculiarities  of  busmesB,  which  impress  their  special  fea- 
tures on  the  local  banldng.    Some  care  may  be  noces<;arj  in 
drawing  very  general  conclusions ;  all  which  must  be  modified 
more  or  less  by  peculiar  circumstances.  The  distinction  between 
the  business  of  city  and  country  banks  is  one  of  those  important 
oreiimatances  that  should  not  be  forgotten  in  any  effort  towards 
improving  oar  banking  system,  which,  as  we  have  explained, 
0|res  its  power  and  success  to  its  being  one  of  the  principal 
agents  of  the  credit  systemi  This  agency,  as  we  have  seen,  con- 
sists mainly  in  exchanging  the  credit  of  the  banks,  in  the  shape 
of  bank-notes  and  deposits,  for  the  securities  or  evidences  of 
debt  issued  in  the  course  of  businetB.  •  By  the  porchase  of  tboM 
Beenrities,  the  banks  become  the  general  creditors  of  persons  in 
bnsiness,  and  are  enabled  to  receive  their  own  issues  in  full  dis- 
eharge  of  all  these  debts  — debts  which,  by  law,  are  payable 
only  in  gold  or  silver.    The  power  of  the  banks  to  furnish  this 
great  facility  to  the  public  depends  upon  the  demand  which  the 
banks  can  create  for  their  issues.  If  the  demand  for  bank-notes  * 
and  bank  deposits  is  not  constant  and  strong,  they  cannot  bng 
perform  the  functions  of  money ;  and  no  such  demand  can  be 
created  or  exist,  unless  it  come  fsom  the  debtors  of  the  bank 
who  are  under  the  necessity  of  providing  the  means  of  paying 
their  debts  as  they  matnre  from  daj  to  day.  The  concentration 
of  payments  involving  vast  sums  makes  the  demand  for  bulk 
funds  peculiarly  pressing  and  constant  in  the  great  cities  and 
marts  of  trade.   This  is  likewise  proportionably  the  case  in 
cities  and  towns  of  less  importance.    In  the  conntry  towns,  or 
in  strictly  agricultural  localities,  the  banks  find  great  diflicnlty 
in  absorbing  their  issues  fast  enough  to  sustain  the  regular 
inoTement  of  their  legitimate  business.   The  proper  destination 
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of  these  issues  is  a  return  to  the  banks  in  payment  of  debts. 
This  completes  the  circulation  which  gives  them  the  title  of 
banks  of  circulation.  If  the  tendency  of  its  issues  is  not  directly 
and  strongly  back  to  the  bank,  in  payment  of  debts  due  to  it, 
there  is  good  reason  to  fear  that  the  bank  will  have  difficolty  in 
BIlBtaining  itself. 

Such,  in  fact,  is  the  case  of  the  oountry  banks.  The  circula- 
tion in  their  vicinity  is  not  rapid  enongh,  the  debtors  of  the 
bank  are  not  sufficiently  nnmerons,  and  their  transactions  are 
not  large  enongh  to  turn  the  current  of  the  circulation  towards 
the  bank  in  payment  of  debts.  If  the  issnes  of  a  bank  are  in 
siieh  credit  as  to  be  employed  as  money,  bnt  not  in  demand 
enongh  to  carry  them  back  to  the  bank  in  payment,  they  leave 
the  vicini^  of  the  bank,  or  pass  into  other  channels  of  circula- 
tion, and  become  liable  to  be  returned,  not  in  payments  of  debts 
due  to  the  bank,  but  as  a  demand  on  the  bank  for  specie. 
Whilst  they  mrcolate  in  the  vicinity,  they  are  a  medinm  of  pay- 
ment to  the  bank,  and  prove,  as  such,  a  great  facility  to  the 
debtors  of  the  bank;  bnt  when  they  are  carried  out  of  the 'teach 
of,  the  debtors,  these  are,  to  that  extent,  less  able  to  pay  the 
bank,  and  the  bank  is,  to  the  same  extent,  exposed  to  a  demand 
for  specie.  This  is  the  chief  practical  obstacle  to  oountry  bank- 
ing nnder  our  system.  The  customers  of  the  country  banks  are, 
for  the  most  part,  rather  borrowers  of  money  than  credit ;  the 
banks  cannot  supply  this  demand  for  money,  and  issue  bank* 
notes  in  place  of  it.  The  notes  are  carried  to  distant  markets, 
and  employed  as  money,  whence  they  are  immediately  returned 
to  die  issuers  with  a  demand  for  specie.  This  disturbs  the 
operations  of  the  banks,  and  unduly  restricts  their  business* 
They  do  not  profess  to  be  lenders  of  specie,  and  they  cannot 
torn  their  paper  into  gold  or  silver..  The  return  of  the  notesy 
however,  is  perfectly  proper  and  unavoidable.  It  is  just  as  pro- 
per for  the  city  banks  to  exact  payment  from  the  country  banks 
for  their  notes,  as  it  is  proper  for  the  latter  to  issue  them.  The 
truth  is,  that  our  system  of  banking  is  wholly  unsuited  to  a  mere 
country  business.  Banks  of  circulation  require  a  rapid  move- 
ment oif  thdr  issues,  short  credits,  and  prompt  payments*  This 
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is  posgiUe  anoBg  mechanics,  manufaotorers  and  merchants, 
whose  business  is  active  throaghoot  the  year,  but  not  among 
farmers  and  planten,  ivhoee  cycle  of  industry  and  sales  is  com- 
pleted once  in  a  year.  The  ooontry  banks  may  safely  deal  with 
floch  of  their  costomera  as  can  pay  in  ninety  days ;  but,  not 
irithottt  great  trouble  and  risk,  with  those  who  can  only  pay  in. 
a  year.  No  mere  modification  of  oar  banking  system  can  remove 
this  difficulty.  Instead  of  bringing  the  practioe  of  the  city  and 
country  hanks  nearer  together,  by  mutual  concessions,  thoy 
dumld  each  strive  to  accommodate  more  perfectly  their  respec- 
tive CDStomers  —  the  city  banks  by  dealing  more  exclusively  in 
credit,  and  the  country  more  exclusively  in  money*  The  qooh 
plete  success  of  the  Scottish  banks,  in  maintaining  a  pi^er  cur- 
rency in  a  small  country  like  Scotland,  does  not  proTC  that  it 
could  be  done  here  with  equal  steadiness  and  safety,  even  upon 
their  system.  The  semi-weekly  exchanges  of  the  banks  in  Scut- 
land,  Avhich  is  an  essential  feature  of  their  system,  could  not  be 
applied  to  the  whole  Uiuted  State^;.  The  difficulty  of  maintain- 
ing the  exchanges  of  the  banks  in  New  England,  by  the  agency 
of  the  Suffolk  Bank,  proves  with  what  ill-grace  the  country 
banks  there  submit  to  this  needful  regulation.  Whilst  it  is  the 
essential  condition  of  the  soundness  of  the  whole  body,  it  is 
.regarded  by  the  country  banks  separately  as  a  severe  and  unne- 
mssaij  curb  to  their  business ;  they  deem  it  a  hardship  that  thej 
cannot  employ  their  credit  as  largely  and  successfully  as  the 
banks  of  the  cities.  Their  circumstances,  however,  are  so  dtf* 
fbrent — the  radical  distinction  in  their  bunness,  which  we  have 
indicated,  is  so  great  —  that  they  cannot,  by  any  possibility,  be 
placed  on  the  same  footing:  the  issues  of  the  city  banks  are 
zetnrned  to  them  in  payment  of  debts  dne  to  them  by  their  cus- 
tomers ;  those  of  the  country  banks  are  bronght  to  them  .by 
strangers^  who  demand  the  specie^  or  oUier  payment  equally 
difficult  to  make.  So  far  as  country  banks  receive  from  their 
debtors  and  customers  funds  which  inll  redeem  their  notes  when 
thus  sent  in  upon  them,  their  position  is  strong,  and  their  busi- 
ness legitimate:  and  by  this  criterion  the  well-managed  country 
banks  are  osnally  goided.    Their  business  is  largely  done 
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1»j  the  issue  of  bank-notM;  it  it  to  theM  imiei,  and  the 
diffiealty  the  banks  have  in  proniiing  for  tlism  when  j^yment 
k  demuided,  ihat  the  attentioB  of  legislators  and  hank  refonnefs 
has  been  ehieflj  direeted*  They  have  oned  in  their  eoone 
hj  orerlooking  the  distinotion  between  the  bostneis  of  the  dty 
and  eoontiy  banks ;  all  measares  of  refom  should  be  skilfully 
adapted  to  the  position  of  both  elasses  of  banks. 

The  people  are  deeply  interested  in  the  proper  wori^ing  of  the 
banks ;  and  when  any  nnwise  measures  of  ehange  or  reform  are 
proposed  or  enforeed,  the  publie  is  more  apt  to  snffiBr  from  the 
resnlts  than  the  banks.  The  power  of  the  banks  over  all  depart* 
ments  of  bosineM  is  snffieient  to  enable  them  to  ward  off  danger 
and  ii^urj,  bat  too  often  at  an  immense  expense  to  their  eos- 
tomers  and  the  community  at  large.  The  true  agency  and 
ntality  of  the  banks,  in  their  several  positionsy  should  be  studied 
and  promoted;  the  whole  people  being  more  interested  in  the  pro* 
per  working  of  the  banks  than  even  the  stockholders  or  owners 
of  the  banks.  The  main  point  is  to  require  of  all  banks  of  cir- 
culation ample  secnril^  for  their  iflsues,  in  some  form  in  which 
it  can  be  made  aTailable  npon  short  notice.  Security  being 
provided  against  all  abuses,  the  business  of  banking  should 
be  promoted  to  the  utmost,  a§  a  publie  advantage.  There 
should  be  no  monopoly,  for  all  persons  willing  to  comply  with 
the  prescribed  conditions  should  be  as  free  to  engage  in  it  as  ia 
any  other  business.  The  guaranty  should,  in  strictness,  cover 
the  deposits  as  well  as  the  notes,  and  should  be  of  the  highest 
kind  attainable  in  the  country.  Such  security  being  deposited 
"with  the  public,  the  banks  should  be  allowed  to  issue  bank-notes 
payable  in  specie  at  not  over  four  months,  and  to  receive  depo- 
sits payable  in  specie  at  not  exceeding  ilirce  months ;  both 
notes  and  deposits  receivable  at  all  times  by  tlie  issuers  for  debts 
due  to  or  at  the  banks.  Holders  of  notes  and  deposits  present- 
ing them  for  payment  before  they  are  payable  in  specie,  and 
not  being  paid  to  their  Batisfaction,  should  bo  entitled  to  double 
interest  to  the  day  when  such  notes  and  deposits  become  pay- 
able in  specie;  and  for  all  delay  of  payment  afterwards,  four 
times  the  rate  of  lawful  interest  should  be  chargeable  until  pay- 


Digitized  by  Google 


508  CLOSIKa  KBKAEKb. 

meat  be  made.  And  to  enforce  saeli  payment,  proper  eamnukry 
remedies  eliOQld  be  provided. 

The  ieeae  of  email  notes,  bj  which  some  mean  notes  nnder 
$20,  some  under  $10,  ai|d  some  under  86,  is  regarded  by  many 
as  the  chief  evil  of  our  banking  system.  They  hold  that  the  paper 
cnrrency  should  have  a  metallic  basis  in  eircolfttion  to  support 
it;  and  that,  if  the  small  notes  are  irithdrawn,  their  place  irill 
be  supplied  by  coihs.  This  is  a  mistaken  view ;  coins  in  circu- 
lation make  no  basis  for  paper  cnrrency ;  the  withdrawal  of  the 
small  notes  in  New  England  would  not  be  followed  by  an  equal 
eireolation  of  coins.  The  small  notes  are  issued  for  convenience ; 
if  they  were  withdrawn,  two-thirds  of  the  amount  would  be  sup- 
plied by  larger  notes.  If  notes  under  85  were  now  freely  issued  in 
Pennsylvania,  a  large  proportion  of  the  85  notes  now  in  circula- 
tion would  be  issued  in  81>  82  and  8^  notes.  If  New  York  and 
Kew  Sngland  were  to  prohibit  notes  under .85)  they  might  get 
from  ten  to  twenty  per  cent,  of  the  amount  in  coin.  The  people 
there  woald  regard  that  coin  as  dearly  bought  by  such  an  ab- 
straction of  paper  currency.  By  law,  every  person  may  exact 
whatever  is  doe  to  him  in  gold  or  silver,  and  make  his  payments 
in  the  same.  Every  person  may,  therefore,  enjoy  a  hard  money 
eorrency.  No  one  doee  it;  the  usages  of  the  country  are  opposed 
to  it.  The  small  note  question  is,  in  fact,  without  real  import- 
ance ;  it  does  not  reach  the  main  problems  of  banking.  The 
banks  of  Pennsylvania,  with  notes  of  85  and  upwards,  stopped 
payment  in  the  late  crisis  before  those  of  New  York  and  New 
England,  circulating  Is,  2s  and  Ss.  The  commercial  integrity, 
the  intelligence  and  mutual  confidence  of  a  people  determine  the 
quantity  of  paper  currency,  bo  the  notes  large  or  small,  which 
the  i)eoplc  can  employ  with  advantaL;c. 

But  wo  must  pause.  It  was  not  our  intention,  nor  i:5  it  within 
our  plan,  to  offer  any  projects  of  reform  or  improvement  for  our 
banking  syst/cra.  In  making  the  suggestions  at  the  close  of  this 
chapter,  we  offer  them  in  j)urt  as  uiere  illustrations  of  the  sub- 
ject, and  do  not,  therefore,  even  attempt  to  follow  these  sugges- 
tions by  proper  details.  We  leave  that  to  men  of  more  expe- 
rience, if  any  such  shall  deem  tkcoe  su^caLious  worthy  of  their 
cuuMderation. 


Digitized  by  Google 


t 


4 


OHAPTEB  XVIII, 

XVTKBI8T. 

PUtinction  between  pricci  of  jircrinfin  mefn!.',-  awl  inicvest  or  the  price  jxi;/' 
able  for  the  u$e  of  them  —  The  price  of  each  fixed  by  the  IStale  —  Evasion 
Mieft  n^IoMim*-- JWira^umt  tn  the  price  of  gold  mid  tSttet  nai  com- 
eideiawtk/buiuMtioiuin  (ktmUof  iniereat^Jh  mai  prveeed  Jnm  Ae 
«ain«  caw.scf  —  Payments  of  the  credit  system  —  When  inttrut  *t  high,  the 
fffiynmnJ  is  not  for  coins  —  Demand  for  facilities  of  the  credit  system  deter- 
viines  rate  of  interest  —  Jfiifh  inf crest  does  not  arise  from  scarcity  of  that 
for  which  interest  is  paid,  but  from  Ifie  fears  of  banks  and  capitalists  — 
JIU  usual  faeilUies  withheld  from  real  or  apprehended  danyer  —  Usury 
Imw  tkoidd  not  apply  to  paper  of  iht  eniU  tifttm— JmowU  paid  yearly 
in  the  UnUed  Statet  for  inUrtH—  Objections  —  Interest  a  part  of  the 
expense  of  commercial  a4)ustment  —  Xot  a  question  of  money,  but  of  dis- 
pensing with  money  —  A  saving  of  interest  practicable  in  England  and 
the  United  Slates  greater  than  the  national  revenue. 

The  price  paid  for  ihb  me  of  money  has  reoeived  the  techni- 
cal name  of  intereit  It  is  a  subject  which  has  occupied  no 
small  portion  of  the  attention  of  moralistdy  legislators  and  politi- 
cal economists ;  but,  like  most  other  topics  in  these  departments 
of  knowledge,  it  remains  a  disputed  subject.  It  is  not  settled 
what  is  the  proper  rate  of  interest,  or  a  just  charge  for  the  use 
of  money ;  nor  whether  the  rate  should  be  fixed  by  law,  or  be 
the  subject  of  contract,  and  be  left  to  11  actuate  like  other  prices. 
Many  even  cling  to  the  ancient  prejudice  against  any  allowance 
of  interest.  The  history  of  interest,  or  usury  as  it  was  long 
termed,  is  both  curious  and  instructive  ;  but  in  neither  aspect 
d'jt^^  it  come  within  our  present  inquiry. 

There  id  a  necessary  distinction  to  be  made  between  the  price 
of  the  precious  metals,  \vhetlicr  as  coins  or  as  bullion,  and  the 
rate  of  interest  which  is  the  price  of  the  u^e  of  money  —  a^  the 
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Digitized  by  Google 


510  PRICB8  OF  OOLD  AKD  8ILTBR. 

aimaal  rent  of  a  boilding  is  a  very  different  thing  from  the  value 
or  price  of  it.  Governments  have  fixed  the  price  of  the  precious 
metals,  bj  virtue  of  their  autboritj ;  in  England,  public  autho* 
rity  has  declared  that  an  onnce  of  gold  shall  be  worth  £S  lis. 
lO^d^  and  further  has  enjoined  upon  the  Bank  of  England  to 
purcbase  all  tbe  gold  offered  to  it  at  <£3  lis.  9d.  In  the  United 
States,  Congress  has  declared,  hj  law,  that  412^  grains  of 
standard  silver  shall  be  worth  one  dollar,  and  that  258  grains 
of  gold  shall  be  worth  ten  dollars.  And  in  this  manner  tbe  price 
of  other  coins  is  fixed  not  only  in  the  two  countries  named,  but 
in  other  eonntries.  This  is  only  an  attempt  to  fix  the  price  of  the 
precious  metals,  an  attempt  which  is  as  futile  as  it  is  unneces- 
sary. Th»  precious  metals  have  their  flnetnatioiis  of  price,  as 
may  be  seen  in  the  price-cnrrents  of  the  great  money-ntarkets 
of  the  world,  jnst  as  other  valuable  commodities. 

So  the  rate  of  interest,  or  the  price  paid  for  the  use  of  numej^ 
has  also  been  made  the  sntject  of  public  regulation,  and  is,  in 
fact,  fixed  in  most  countries  at  rates  determined  by  public  antho* 
rity.  This  intervention  of  public  authori^  in  matters  so  evip 
dently  within  the  range  of  private  contract,  is  extensively  disre- 
garded. The  price  of  gold  and  silver  flactttates>  and  merchants 
and  bankers  are  governed  in  their  large  operations  by  these 
changes ;  interest  rules  high  or  low,  aooording  to  circumstances, 
in  defiance  of  the  fixed  rates.  It  is  very  plain,  indeed,  that  no 
.government  has  yet  reaclfod  or  discovered  the  troe  mode  cf  ap- 
plying authority  to  these  subjects,  if  any  intervention  is  needful 
or  proper.  But  neither  of  these  aspects  of  the  subject  is  that  irs 
desire  now  to  consider. 

The  fluctuations  in  the  price  of  the  precious  metals  are  witimi 
a  range  of  two  or  three  per  cent.,  seldom  exceeding  one  per 
cent. ;  whilst  the  fluctuations  in  the  rate  of  interest  have  a  nage 
-of  two  or  three  hundred  per  cent.*  It  is  evident,  then,  that  the 

'  The  average  rate  of  inn  rest  iu  London  h  three  per  cent. ;  in  the  winter 
of  l^o7-8,  it  was  as  hi;;h  as  ten  per  cent.,  or  over  three  hundred  per  coat. 
abuvQ  tbo  average.  The  market  rate  of  interest  in  Philadelphia  has,  for 
the'httt:  ten  yean,  xaogid  ftoni  six  to  twenty-four  per  cent,  going  up  to 
thne  bnadfed  per  east  above  the  Hgal  rate  of  six  pw  ««Bt 
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MOfW  irbich  govern  the  rate  of  interest  are  not  the  same  which 
govern  the  |Nrioe  of  gold  and  ailrer.  It  is  well  known  that  gold 
uul  Bilver,  ee  inch,  are  Trorth  no  more,  when  interest  is  at  two 
per  cent,  a  month,  than  when  it  is  at  the  half  of  one  per  cfent. 
per  month  ;  the  price  of  gold,  in  eoin  or  bullion,  is  no  higher 
in  London  when  interest  is  ten  per  cent,  per  annum,  than  when 
it  is  three  per  cent.  When  lands  and  houses  bring  incronsed 
rents,  thej  rise  in  valae ;  when  stocks  afford  high  dividends,  the 
price  of  the  stock  corresponds ;  when  freights  rule  high,  ships 
.rise  in  prioe;  and  so  of  most  Other  kinds  of  property.  Coins 
.and  bullion,  or  mon cr,  slotto  remain  nnaffeeted  by  the  rate 
which  is  paid  for  their  use,  or  the  current  rate  of  interest. 
If  fluctuations  in  value  of  bullion  and  cuins  be  closely  obserTod, 
.thej  will  be  found  to  arise  from  a  special  demand  for  ezporta- 
.tion,  or  from  some  other  similar  eaoses,  and  not  to  eorrespood  in 
time  with  changes  in  rates  of  interest. 

It  is  evident  that  neither  eoins  nor  bullion  are  the  q»oeifio 
.things  sought,  when  the  demand  for  means  of  payment  is  So 
pressing  as  to  raise  the  rate  of  interest.  The  demand  in  such 
easss  is  for  the  fund  nsuaU j  emplo jed  in  making  pajmenti. 
This  alone  can  be  obtained  in  sniBcient  amount  to  make  cmrrent 
pajmenta,  and  it  is,  therefore,  the  real  object  of  the  demand. 
Commercial  paper  Is  very  rarely  purchased  or  diseonnted  tiith 
'Ooms*  Where  commerce  is  greatly  developed,  nearly  aU  large 
traosaetions  are  npon  credit;  the  payments  are  postponedy  and 
'evidences  of  debt  are  receif ed  instead.  A  single  mefchaat  may 
purchase  to  the  extent  of  |100,000,  gtving  hb  notes  for  that 
amount ;  he  may  sell  to  the  extent  of  $106^000,  and  receive  ike 
-paper  of  othera.  What  this  merchant  wants  is  net  1100,000 
bk  ooias,  buIUon,  or  bank-notes,,  to  meet  Us  engagements  to  tiiat 
meant;  he  needs  tiie  means  or  faciltty  of  applying  f 100,000 
•of  the  paper  he  holds,  ui  extingmsbment  of  the  9100,000  he 
owes.  He  never  thinks  of  obtaining  eoufs  to  make  these  large 
payments,  and  of  course  makea  application  or  demand  for 
them,  even  though  the  rate  of  interest  may  have  risen  against 
■Mm  two  or  three  hundred  per  cent.,  and  the  market  price  of 
^old  And  silver  may  net  h*Te  changed  at  all.  If  oar  oanple  he 
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taken  of  a  thousand  persons  instead  of  one,  and  tliose  in  the  same 
vicinity,  it  will  be  found  that  the  sura  of  their  dealings  with  each 
other,  represented  by  the  paper  they  hold,  amounts  yearly  to 
hundreds  of  millions  —  a  sum  which  could  not  be  discharged  in 
coins  as  fiist  as  it  would  mature,  and  which  no  one  thinks  of  so 
paying.  Each  one  of  the  mass  is  a  creditor  and  debtor,  and  the 
desideratum  is  the  readiest  and  least  expensive  mode  of  apply- 
ing credits  to  debts.  If  each  one  had  made  all  the  paper  upon 
which  he  is  liable  payable  on  the  same  day  on  which  he  had 
arranged  to  receive  all  that  is  owing  to  him,  the  whole  payments 
could  be  quickly  accomplished.  But  that  is  not  practicable  in 
business ;  and  the  debtors  find  that  the  paper  they  owe  matures 
long  before  that  which  they  hold.  They  arc  obliged  to  exchange 
their  undue  paper  for  something  which  is  immediately  applicable 
or  receivable  in  pa^uuent.  Every  one  knows  what  he  has  to  pay, 
and  when  it  is  payable ;  preparation  is  to  be  made  accordingty ; 
the  thing  to  be  done  is  not  to  provide  money,  but  to  effect  pay- 
ment—  not  to  purchase  and  pay  coins,  but  to  extingui.sli  debts. 
The  debtor  enters  a  field  of  mighty  competition ;  but  his  com- 
petitors, like  himself,  are  all  engaged  in  finding  and  securing 
the  ways  and  means  of  payment. 

We  have  seen  that  tiie  price  of  coins  and  bullion  docs  not  vary 

.with  the  rate  of  interest,  and  we  say  that  they  are  not  the  arti- 
cles specially  sought  when  interest  is  high.  They  do  not  fluc- 
tuate in  value  with  the  greater  or  less  amount  of  such  payments ; 
they  are  scarcely  taken  into  the  account  for  any  agency  they 
have,  or  can  have,  in  such  payment.  By  the  law  of  legal  tender 
at  least  $3,000,000, 000  in  coins  could,  every  year,  be  demanded 
of  debtors  in  the  United  States.    Of  this  Tast  flam,  not  one  dol- 

.  lar  in  $10,000  is  so  demanded.  The  precious  metals,  whether 
in  the  ahape  of  ooioB  or  bullion,  are  not,  then,  the  chief  medhna 
of  payment  employed  in  this  country.  Every  creditor  may  de- 
mand flodi  payment,  if  he  prefers  it ;  almost  without  exception, 
^  however,  crediton  do  not  elect  to  be  bo  paid.  Debts  ue  paid 
by  other  ways  and  means. 

The  rate  of  interest  must  depend,  of  course,  upon  the  supply 
of  tbat  fimd  or  medium  in  vhiob  debti  are  usually  paid.  Debts 
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arc  paid  chieflj  in  three  wajs ;  by  balancing  accounts,  by  the 
delivery  of  bank-notes,  and  by  checks  on  bank  credits  usually 
called  bank  deposits.  Those  who  are  indebted  to  each  other 
upon  mutual  accounts,  have  the  matter  in  their  hands  so  fully, 
that  they  can  pay  or  discharge  their  debts  at  their  pleasure. 
Each  party  has  the  fund  in  which  to  pay,  and  their  action  can 
have  no  appreciable  effect  on  the  rate  of  interest.  But  the  debts 
80  paid  arc  not  considerable,  in  comparison  with  those  which 
take  the  shape  of  promissory  notes  and  bills  of  exchange.  These 
are  the  evidences  of  debt  chiefly  employed  in  moving  the  great 
staples  of  trade.  It  is  for  payment  of  these  that  the  demand  for 
the  means  becomes  so  pressing  and  intense,  as  to  affect  the  rate 
of  interest  to  the  extent  of  several  hundred  per  cent.  It  is  this 
demand  for  bank-notes  and  bank  credits  which  governs  the  rate 
of  interest  or  discount.  In  large  commercial  transactions  upoa 
paper  drawn  payable  at  a  future  day,  interest  takes  almost  ex- 
clusively the  shape  of  a  deduction  of  a  certain  rate  per  cent, 
from  the  amount  of  the  securitj,  according  to  the  time  it  has 
to  run. 

He  who  has  $100,000  to  pay  in  June  and  December,  who 
bolds  paper  of  his  customers  payable  in  October,  must  with  that 
paper  purchase  bank-notes,  or  bank  credits,  applicable  to  his 
debts  matnzing  in  June ;  and  to  do  this,  he  nmst  submit  to  a 
deduction  or  discount,  according  to  the  current  rate  of  interest, 
from  the  face  of  his  paper  matming  in  October.  He  deducts 
ibar  months'  interest  from  the  paper  sold,  and  receives  the  pro- 
ceeds in  that  which  he  knows  to  be  available  in  the  discharge  of 
his  debts.  The  rate  of  this  discount  depends  mamlj  on  the  de- 
mand for  such  funds  as  are  applicable  to  the  payment  of  debts. 
We  have  heretofore  remarked  upon  the  mtensity  of  this  demand; 
no  other  urgency  of  trade  can  be  compared  with  it.  Ruin  stares 
him  in  the  face  who  permits  his  note  to  go  unpaid.  The  penalty 
of  failmg  to  pay  is  fearful,  indeed,  and  the  rate  of  interest  is 
affected  "accordingly  in  times  of  pressure.  It  is  only  in  seasons 
of  absolate  famine  that  eren  food  is  sought  with  such  aviditj  as 
the  means  of  paying  debts ;  and  famine  prises  for  food  are  much 
mm  rare  than  ftmine  rates  of  interest  One,  two  and  three 
88 
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hundred  per  cent,  of  an  advance  in  the  rates  of  interest  is  by  no  - 

means  uncommon. 

It  mav,  then,  be  considered  as  certain  that  interest  is  not  a 

price  paid  for  the  use  of  gold  or  silver,  in  coins  or  bullion. 
No  (h-mand  for  the  means  of  payment,  however  intense,  in- 
creases the  price  of  the  precious  metals.    Interest  is  the  price 
paid  for  that  fund  in  which  debts  are  usuallj  paid,  the  origin  . 
and  use  of  which  we  have  fully  explained. 

As  the  credit  system  is  at  present  regulated,  a  demand  for 
gold  and  silver  may  undoubtedly  affect  the  rate  of  interest,  not 
because  they  may  possibly  advance  in  price  one  or  two  per  cent., 
but  because  the  demand  disturbs  our  present  banking  system,  on 
the  regular  working  of  which  the  supply  of  the  fund  employed 
in  paying  debts  depends.  So  great  may  this  disturbance  be, 
that  a  demand  for  coins  or  bullion  for  exportation  which  only 
raises  the  price  one  per  cent.,  may  raise  the  rate  of  interest  from 
one  to  three  hundred  per  cent.  Bat  this  arises  from  the  circnm- 
stancc  that  we  try  to  make  the  whole  fund  out  of  which  debts  are 
paid,  eonvcrtible  on  demand  into  gold  or  silver.  The  banks  of 
New  York,  for  instance,  with  a  circulation  of  notes  of  only 
^8,000,000,  are  by  law  subject  toademandforover  3100,000,000, 
the  amount  of  their  circulation  and  deposits,  which  is  the  fond 
by  which  a  daily  payment  of  over  $30,000,000  is  effected. 

The  manufacturing  and  commercial  business  of  civilized  na- 
tions proceeds  chiefly  on  credit.  The  purchases  and  sales  are 
made  on  credit.  The  great  movement  of  production,  distribu- 
tion and  consumption  proceeds,  in  its  regular  course,  upon  the 
credit  of  the  parties  engaged  in  it.  The  payments  correspond- 
ing to  the  large  transactions  which  have  taken  place  at  prices 
Mid  for  amounts  expressed  in  money  of  account,  remain  to  be 
aooMBplished  by  the  agencies  we  have  indicated.  These  pay- 
mnto  art  often  effected  with  far  more  difficulty,  apart  bom  the 
afAttmej  of  the  debtors,  under  our  present  sjvtem,  tlMD  was  ex* 
perienced  in  doing  the  business  to  which  thej  oorretpemU  The 
banks  in  this  country  are  prohibited  from  taldog  more  than  e 
fixed  legal  rate  of  interest  for  %  credit  upon  their  booin.  Indi- 
videel  eaj^teliste  are  abb  to  eiaet  ihnr  own  ratet  vpen  aeeni- 
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ties  wHioh  they  purehMe,  by  transferring  merely  a  portion  of 
tiieir  own  «redil  on  the  books  of  a  Iwuk.  The  rate  of  interest, 
or  tlie  price  pud  for  bank  credits,  is  ^bed  by  tbe  dealings  be> 
tween  the  banks  and  ci^iitaiists,  on  the  one  band,  and  those 
who  have  debts  to  pay,  on  the  other*  In  a  community  where 
oeauneroial  pnnetaality  is  sistalned  at  so  high  a  point,  that 
bonkmptcy  is  the  penalty  of  a  failure  to  meet  tiie  payments  of 
one  day,  the  demand  for  the  means  of  payment  becomes,  at 
times,  by  fur  the  severest  pressure  to  which  men  of  basiness 
are  exposed.  In  consequence  of  this  dire  necessity  of  punc- 
tuality, the  rate  of  interest,  where  it  is  free  to  change,  fluctuates 
Willi  as  wide  a  range  as  almost  anything  which  is  the  subject  of 
price.  In  the  Bank  of  England,  the  rate  of  interest  fluctuates 
between  two  and  ten  per  cent.,'  though  this  by  no  means  marks 
the  range  in  the  London  money-market,  in  which  the  rate  is 
more  variable  than  in  the  bank.  In  this  country,  where  com- 
mercial and  industrial  activity  is  marked  by  greater  boldness, 
if  not  recklessness,  the  range  may  be  said  to  lie  between  firo 
and  thirty  per  cent. 

These  high  rates  do  not  arise  from  the  scarcity  of  money,  if 
by  money  is  meant  gold  and  silver,  for  they  are  not  the  medium 
employed  nor  demanded,  and  have  no  direct  influence  on  the 
rate  of  interest.  Neither  do  these  high  rates  prcjcecd  from  any 
scarcity  of  the  credit  fund  employed  in  paying  debts,  or  at  least 
from  any  scarcity  of  the  individual  paper  out  of  which  these 
credits  are  made.  High  rates  of  interest  are  caused  either 
by  banks  or-  cajiitalistb-  holding  credits  at  a  high  rate,  in 
consequence  of  a  great  demand,  or  by  their  refusing,  through 
some  apprehension,  to  grant  the  usual  credits  or  facilities.  As 
there  is  no  necessity  of  business  so  great  as  that  of  punctual 
payment,  so  there  is  no  business  in  Avhich  monopoly  is  more  sure 
to  be  rewarded,  than  that  which  deals  in  bank  credits.  Advanced 
rates  are  not  caused,  in  any  instance,  by  the  actual  scarcity 
of  the  means  of  payment,  bat  always  by  the  mode  in  which  they 

«  The  Ia«t  half  of  1852  it  was  two  per  cent.  In  1855  and  1856  it  fre- 
qoeotly  v»6  to  aevea;  aod  in  the  paaic  of  1857,  to  ten. 
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ire  oontrolled,  and  sometimeB  from  ike  wmt  of  piopw  oratrol. 
The  domestie  debts  end  credits  of  eveiT*  ooniBiiiix^  eoneepondy 
1»eiiig  exMl  oounterperii.  The  eredita,  properly  auumged,  will 
poy  the  deht8|  le«vuig  of  ooone  »  ^reet  variety  of  halenoee  to 
he  a4i*>B^  among  the  partiee,  to  go  to  new  aoooonta,  or  to  he 
paid  ia  money  or  in  goods.  It  is  perfectly  tmoy  then,  that  it  is 
ncTcr  for  want  of  the  nsval  means  that  interest  miss  hi^ ;  it  is 
merely  heoanse  the  means  of  maldng  payments  aire  in  the  hands 
of  those  who  oan  hold  them  at  a  high  price,  or  who  are  aifraid  to 
part  with  them.  This  opportonity  of  addi^  and  obtuning  a 
high  price  is  generally  founded  on  some  actoal  or  apprehended 
event,  which  may  make  it  nnsafe  to  enlarge  hank  credits.  It  is 
not  always  the  scarnty  of  a  oommodity  which  enables  tlie  holders 
of  it  to  raise  the  price.  There  may  be  no  scarcity  of  floor  in 
May,  yet  the  crops  may  look  so  very  nnpromising,  as  to  caose  a 
great  advance  of  the  price,  in  apprehension  of  a  eoardty  in 
Angnst  and  for  the  rest  of  the  year.  The  dealers  in  credits 
cannot  be  expected  to  forego  the  opportonity  of  inoreasing  the 
price  of  their  article,  any  more  than  the  dealer  in  cotton  or 
floor. 

We  abstain  from  such  questions  touching  the  rato  of  interest, 
as  whether  it  should  be  left  to  find  its  own  level,  or  be  a  rate 
fixed  by  law.  These  questions  open  a  wide  field  of  discussion, 
and  deserve  yevy  full  consideration.  It  seems  to  us,  however, 
that  a  distinction  should  be  teken  between  interest  reserved  on 
bonds,  notes,  and  other  instruments  secured  by  mortgage, 
founded  on  the  sale  of  real  estote,  or  on  the  loan  of  money, 
where  ihe  daj  of  payment  is  not  fixed  or  long  deferred,  and 
those  transactions  which  are  merely  a  dealing  in  credit.  It  is 
certainly  more  proper  for  legislation  to  fix  the  rate  on  the  first 
of  these  classes  than  on  the  second.  The  first  is  a  limited  class, 
and  the  result  of  any  rate  fixed  could  be  observed  and  corrected 
as  circumstances  might  dictete.  But  dealing  in  credit  is  so 
large  a  business,  so  complicated  in  its  bearings,  influences  and 
results,  and  restrunts  so  easQy evaded,  that  it  maybe  difficult,  if 
not  impossible,  to  detect  the  effect  of  a  legal  or  fixed  rate.  There 
is  a  general  belief  that  a  legal  or  fixed  rate  of  intci  cat  uppUcd  to 
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mm  dealbgs  in  credit  lias  the  efltct  of  producing  higher  rates 
of  interest^  }tj  leeeemng  the  eompetitioa  among  lenders  and 
dealerf  in  eredtt 

'WliatOTor  confines  tlie  trasinees  to  fewer  bands,  tendi  to  in- 
erease  ilie  rates,  beoanse  it  giTos  die  greater  power  to  those 
engaged.  The  fixed  rate  is  no  protection,  except  so  far  as  the 
tianks  respect  it.  It  is  very  well  known  tliat  wben  interest  is 
high,  die  hanfcs  are  in  such  a  state  of  alarm,  that  thej  rednce 
their  business  to  die  smallest  possible  circle.  Individuals  en- 
gaged in  lending  credit  find  some  mode  of  evading  any  law 
which  wonld  restrict  their  diarges.  We  cannot  doubt  that  it 
would  be  greatly  for  the  benefit  of  the  commercial  and  bosinees 
community,  that  all  restrictioas  upon  the  rate  of  htterest  should 
be  abolished  upon  paper  not  having  over  three  or  four  months 
to  run.  Any  policy  winch  might  tend  to  reduce  die  rate  of  in- 
terest CB  credits  deserves  serious  attention. 

The  sum  paid  in  the  shape  of  interest,  for  die  mere  fiMility  of 
applying  credits  to  the  payment  of  debts  — diat  is,  for  furdsh-  ' 
ing  the  lM»lity  which  enables  a  man  to  apply  the  debts  which 
odiers  owe  htm  to  dm  debts  he  himself  owes — is  a  vast  sum  in 
any  country ;  bat  in  this  country,  and  in  England,  it  is  far  be- 
yond the  conjecture  of  any  bat  those  who  have  examined  the 
sabjcct. 

The  banks  of  the  United  States  report,  for  the  year  1866,  a 
line  of  loans  and  discounts  of  8^84,000,000 ;  at  the  average 
rate  of  six  per  cent.,  they  received  upwards  of  §  11,000,000  of  • 
interest  on  this  sum.  IIow  much  business  is  done  out  of  the 
banks,  it  is  difficult  to  conjecture.  The  transactions  out  of  the 
banks  are  probably  not  less  than  in  them,  and  at  much  higher 
rates.  We  may  estimate  the  sum  paid  for  discount  and  interest, 
out  of  the  banks,  at  ^68,000,000  for  1856,  taking  ten  per  cent, 
as  the  average  rate  of  that  year.  The  average  rate  of  1857  coold 
scarcely  have  been  less  than  fifteen  per  cent.  So  that,  by  this 
estimate,  over  $100,000,000  was,  in  1856,  paid  for  interest  in 
the  United  States. 

The  clearings  of  the  New  York  hanks,  in  1857,  were  about 
$7,196,000,000.    Thciie  clearings  accrue  upon  the  payments  of 
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their  customers.  If  vre  suppose  that  all  this  amount  had  cost 
the  payers  two  months'  interest,  on  the  average,  Ave  have  a  sim 
of  interest  of  over  §71,000,000  paid  in  New  York  alone. 

But  another  mode  of  estimating  the  sum  of  interest  annually 
paid  in  the  United  States  would  make  it  mueh  larger.  We 
have,  in  the  preceding  chapter,  estimated  the  payments  of  the 
city  of  New  York  at  $30,000,000  daily,  and  have  taken  tho 
whole  payments  of  the  United  States  at  ten  times  this  sum,  or 
8300,O0(X0O0  each  day,  and  of  course  at  390,000,000,000  for 
the  year.  Now,  if  this  vast  sum  of  annual  payments  under  the 
credit  system  paj3  an  average  of  sixty  days'  interest,  or  say  one 
per  cent,  on  the  whole  amount,  it  would  make  the  sum  of  interea^ 
paid  yearly  no  less  than  $900,000,000.  But  if  the  payments  of 
the  rest  of  tho  country  are  only  five  times  greater  than  those  of  the 
city  of  New  York,  we  should  still  have  a  toUl  of  $450,000,000* 
We  do  not  say  it  is  too  much  to  pay  for  the  adranUgMi  •fi!w<My 
we  think  these  facilities  would  he  worth  even  a  mndh  larger  wam^ 
if  they  eould  not  he  obtained  otherwise ;  hut  the  amount,  in  any 
way  it  can  be  estimated,  is  so  large,  as  to  demand  oonuderatioB 
whether  some  part  of  it  could  mi  be  safed  by  more  ecooeinical 
processes  of  acyustment. 

It  has  been  contended  by  some,  that  interest  ought  to  be 
gratnitons;  or,  in  other  words,  that  as  interest  is  a  charge  for 
the  mere  use  of  a  credit,  the  governmeht  should  furnish  the 
needful  supply  of  credits  to  the  people  without  charge*  Ihit 
idea  has  been  very  elaborately  repelled,  bat  upon  grounda  no 
more  sound  than  the  position  sought  to  be  refuted.  The  proper 
and  legitimate  fond  to  meet  deferred  payments,  in  every  coun« 
tiy,  is  the  credits,  or  exact  counterpart  of  the  debts.  It  is  the 
proper  fund,  because  it  is  the  most  avai]ahle»  the  most  eoonomi- 
cal,  and  the  most  rapid  mode  of  payment.  Xhese  credits 
being  generally  the  proceeds  of  secorities  or  evidenoes  of  debt 
of  some  kiody^Mre  always  the  property  of  individuals  or  eorporjb- 
tions.  For  the  use  or  loan  of  credits,  the  owners  have  at 
good  a  right  to  diarge  a  commission,  or  interest,  as  to  chaige  a 
profit  on  anything  they  haye  to  seU,  or  to  eiact  rent  for  the 
Hie  of  a  bonse.  Credits  are  constantly  more  in  demand  than 
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•aj  tingle  thing  in  Hkt  narto  of  trade.  There  k  nothing  pud 
for  BMire  wiUmgly,  end  no  oherge  eaa  he  more  Ugiliaiete.  Bat  * 
ihie  hj  no  neaoe  ohliteratee  the  distinetion  hetween  oredits 
and  Mugr.  The  eigoMite  edfenoed  by  Mae  mm  of  ahilitj 
•gamst  gratuit  J  of  mtereet  prooeed  wholly  upon  1^  ground  that 
aU  intereet  »  for  money,  and  that  H  is  aheord  to  ezpeet  a 
government  to  famish  the  people  irith  money  for  their  lnui> 
BflsSy  or  to  pay  them  interest.  It  is  tme  enosgh,  &at  this  ironhl 
not  onfy  be  ahsord,  bat  impesaible;  yet  it  M  *no  more  shenrd 
than  to  assnme  that  oredits  are  money,  and  that  interest  is  only 
paid  for  money.  Kine-tenths  of  the  so-oalled  interest  paid  in 
esnmMreial  eenntries  is  peid  far  the  priril^  and  faeUity  of 
paying  debts  whhoat  money. 

Oommeroially  regarded,  interest  is  one  portion  of  the  annual 
expense  of  adjusting  eommereial  payments.  By  means  of  indi- 
vidaal  eredit^  personal  eonfidenee—*  the  eommodities  of  trade 
are  permitted  to  go  forth  into  the  ehannels  of  trade,  to  be  ooI» 
looted,  transported,  assorted,  bought  and  sold,  until  they  finally 
reaoh  the  hands  of  oonsumers;  the  payments  whioh  all  these 
movements  imply  being  all  postponed,  and  finally  conoentrafied 
as  a  separate  and  special  basmess  in  the  baahs,  and  among 
brokers  and  dealera  in  eommereial  paper,  who  maJES  this  their 
partionlar  ooeapation. 

The  great  inquiry  arising  out  of  this  buBinees  is  not  one  of 
money  or  eorreney — it  is  merely  one  of  a^nstment  It  is  not 
how  may  banks  be  multiplied,  or  tiieir  issues  increased,  or  how 
abuses  of  banking  may  be  prsTsnted,  or  guarantees  inereased, 
or  eenTerUbiKty  insured,  but  how  may  men  most  promptly,  and 
at  the  least  expense,  apply  tiieir  oredits  in  ezttngnishment  of 
iheir  debts.  It  is  not  a  qoestioii  how  moncj  oan  be  obtained 
linr  this  purpose ;  nor  how  far  bank-notes  oan  be  substitated  for 
money ;  nor  is  it,  in  fact,  any  question  of  onrrenoy  or  cireala* 
tion,  but  simply  a  question  of  liquidatimi  or  set^.  It  is  so 
&r  from  being  a  mere  question  of  money,  or  any  of  'its  subsli* 
totes,  that  the  problem  is  how  to  dispense  to  the  utmost  pessible 
extent  with  all  of  them.   Their  use  is  irimt  constitutes  the 


Digitized  by  Google 


M  lOOVOMT  OF  IITTHBIST. 

gresteet  ezpeoM  of  adjastment;  eoonomj  reqnires  that  tlM 
'  least  possible  resort  slMmld  be  bad  to  tbem. 

We  are  folly  convinoed  tbat  nmeh  of  tbe  firiction  of  the 
eredit  system,  now  so  maoh  ftl*  and  lamented,  and  which 
results  largely  in  that  form  of  expense  or  eharge  which  is 
ealled  intevetty  might  be  prevented ;  and  tbat  a  saving  might, 
in  this  way,  be  efiboted  of  more  than  half  of  the  whole  amovat 
thus  eipenM.  We  do  not  donbt  that  the  economy  thus  prao* 
tioable  in  England  and  in  the  0oited  Btateo  would,  in  eaoh 
ooontry,  be  double  the  poblio  revenue.  We  do  not  say  that 
aoiib  an  eeonomy  is  possible  with  the  present  maehinety  and 
methods;  but  with  improved  processes,  which  woold  ioiiot  no 
.  shock  upon  ezistmg  institutions,  and  bring  no  risks  with  the 
gradual  idianges,  the  cost  of  carrying  on  the  payments  of  tbe 
eredit  system  might  be  reduced  one-half,  if  not  to  one-quarter, 
of  the  present  charge^  with  a  proportionate  reduction  of  the 
amount  paid  for  interest;  and  that  firiction  which  is  the  cause 
«f  80  many  misfortunes,  and  so  much  distress,  might  be  thus 
reduced  to  a  point  as  low  as  human  tmperfoctions  in  matters  of 
lids  kind  would  permit. 

Human  ingenuify  on  tike  one  hand,  and  human  patience  on 
the  odicr,  has  long  been  eodiaastsd  on  the  suljeet  taantion. 
It  would  be  well  for  those  who  are  deeply  interested  in  the 
study  of  this  subject,  to  inquire  whether  a  door  is  not  open, 
tiirough  the  credit  system,  to  a  mofe  of  raising  the  whole,  or 
a  largo  portion  of  the  revenue  of  a  nation,  by  taking  a  burden 
off  the  national  industry,  instead  of  imposing  one.  The  bar* 
den  or  tax  of  interest  is  now  the  heaviest  which  rests  upon 
national  industry  in  Bnj^and  and  in  tiie  United  States,  and 
perhaps  in  several  other  nations;  if  half  of  that  tax  can  be 
saved,  the  persons  benefited  oould  wdl  afford  to  pay  the  whole 
of  the  national  expenditure.  The  reduced  friction  would  be  a 
boon  to  industry  and  commerce  almost  beyond  estimate.  How 
gladly  woold  those  concerned  pay  the  tax,  if  the  friction  of  the 
machineiy  of  credit,  inth  all  its  uncertainties,  its  diBappoint- 
ments,  its  delays,  its  anxieties,  and  the  dangers  of  its  occasional  . 
crushing  revulsions,  and  explosions  could  be  prevented ! 


Digitized  by  Google 


CHAPTER  XIX. 

PRICES. 

'^Briou  an  notpapimit—MBmif  mtHitm  qfpajfment  —  Prices,  «a/«, 
and  payments  distinct  things —  EUments  of  prices  —  lufnnice  of  men*9 
inlerests  and  passions  —  Neccssily  of  purchasiufj  —  Ntrcssily  of  selling  — 
Fashion  and  fancy  —  Plenty  and  scarcity — Demand  and  supply  —  MonO' 
polies — Commercial  legislation  —  Duties — Speculation  —  Cost  of  pro- 
diuiiim^Bneata§  €0taled  in  great  tnofiv  of  trade. 

Tav  snbjMt  of  prims,  alwajfs  «n  abiorMiig  one  in  oommercul 
eirdei,  has  only  reoeatly  eiigiifed  the  attention  of  writers  npon 
politieal  economy.  Few  of  these  liave  brought  to  the  task  that 
practical  knowledge  <^  oommerce  which  is  indispensahle  to  its 
adequate  treatment ;  and  many  have  hrooj^t.only  that  lore  of 
theory  and  system  which  too  often  goes  before,  instead  of  fonow«> 
ing  a  foil  knowledge  of  iaots*  We  fftar  that  a  long  time  most 
el^ne  before  this  snlject  will  be  cleared  of  the  difficolties  which 
enriron  it,  and  be  reduced  to  that  order  and  certainty  desirable 
in  BO  important  a  department  of  knowledge.  Very  few  contribib> 
tions  have  yet  been  pablished  which  go  far  to  produce  snob  a 
result.*  It  may  be  donbted,  too,  whether  it  be  susceptible  of 

*  Sdm  llie  above  wm  wrlttao,  a  work  of  eminent  ability  and  great  re- 
search has  appeared  in  England,  which  is,  beyond  dispute,  the  most  relia- 
ble and  useful  contribution  which  haa  yet  been  maile  to  any  departnieot 
of  political  economy.  We  refer  to  **  The  History  of  Prices,"  bj  Thomas 
Tooke,  two  volumes  of  which  appeared  in  Londoa  in  1838»  a  third  itt  18tfb 
<^  fourth  itt  1848,  and  two  note  in  1858^  in  whtoh  kit  two  Mr.  Tooka  had 
th«  aMittaaoa  of  William  Kewmareh.  Theae  six  volamw  an  a  history 
of  prices  from  1792  to  1858.  This  valuable  prodoction  will  bft  tpebiallj 
referred  to  in  the  cuaxife  of  tbia  chapter. 
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rodnetioii  to  any  oomjireliensive  fiMorj,  or  of  any  Boientifio 
anangeBont  i^ortnnatoly,  it.  does  not  come  irithia  the  scope 
of  the  present  work  to  fttteiDpt  aa j  adeqtate  treatise  on  prices. 

It  is  our  pnipose  ohieflj  to  show  that  those  who,  in  treating 
of  bankiii^  oorreney  and  moiiej,  ha?e  hastily  drawn  prooft» 
ooneluaions  or  iUostrations  from  the  state  of  prioes»  are  exceed- 
ingly prone  to  tsistake.  Whatever  intrinsie  dHBcolties  eiwt  in 
those  sabjeotSy  and  iheyare  many,  they  are  neither  so  nnmeroos 
Bor  so  oompln  as  those  which  belon^^  to  the  sal>jeet  of  prices: 
.  it.  isy  ihereforey  manifestly  haaardons  to  explain  what  is  best 
fcaowB  by  that  whish  is  least  aideatood.  ISiere  are  so  many 
eonflieting  opraiotts  and  oontradielery  theorist  FBspeeting  money 
and  its  snhstitates,  that  it  is  as  desirable  to  ascertain  and  avoid 
the  sources  of  mistake  as  to  strive  after  truth.  It  would  be 
alflBoet  as  unsafe  to  resolve  difficulties  in  astronomy  by  the  state 
of  the  weather,  as  questions  about  money  by  the  state  of  prices. 

The  importanoe  of  the  subject  is  derived  from  the  fluotnationo 
it>  whieh  prices  have  been  subject  in  modern  times,  and  in  all 
times  of  wluch  any  aathsntic  reoord  of  prices  exists.  As  flwh 
\  tuatioas  of  prices  are  often  vexatious,  untimely  and  hurtful  to 
all  ehsses ;  as  they  often  beget  a  gambling  spirit  in  commerce^ 
and  thereby  tend  to  increase  and  perpetuate  the  evil,  it  becomes 
imporiaat  to  anticipate  or  to  prevent  tiiem,  and  to  investigate 
the  causes ;  and  equally  important  to  avoid  attributing  them  to 
wrong  causes,  and  theiice  to  avoid  introducing  fUse  doctrines, 
&lse  management,  and  mtstakMi  legislatSon.* 

The  price  of  merohandue  is  its  market  value  expressed  in 
money  of  account.  We  have  shown,  in  a  previous  chapter,  that 
among  civilised  people  prices  are  always  expressed  in  the  pre- 
failing  money  of  aooonnt,  whatever  that  may  be ;  that  whatever 
coin  or  coiaage,  thing  or  commodity,  men  may  for  a  time  use  as 
a  medium  of  exchange,  a  money  of  account  is  soon  formed  upon 
the  coin  or  thing  so  employed the  value  of  this  as  a  unit  be- 
comes firmly  fixed  in  the  ndnd,  and  saperaedes  in  practice  the 
material  article  which  may  have  given  it  origin.  A  unit  of  this 
hand  may  originate  ^rom  the  use  of  copper  or  iron,  as  well  as 
fimn  gold  or  silver. 
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Hug  inwiable  and  unconquerable  meotei  hthit  of  ezprMfling 
priOM  onij  through  the  medium  of  a  monej  of  account,  is  a 
gntkt  feature  of  this  subject,  wiUknU  •  knowledge  of  whioh  it  ie 
impossible  to  ftndj  it  with  adventage.  Menj  persons  are  per* 
fectly  convenent  with  the  money  of  aooonnt,  who  know  little  or 
nothing  about  ooins,  and  are  unable  to  detect  the  baldeet  coun- 
terfeit :  they  are  skilled  in  the  money  of  aeeonnty  hnfe  nnakilled 
m  money  of  gold  or  nlver.  Coina  are  made  to  conform  to  the 
ttonoy  of  aoeount  to  the  minnteat  firaetioBy  and  are  thus  made  a 
oonTonient  median  of  pajmentf  bot  not  a  medhun  of  pricei. 
They  are  not  employed  aa  a  meaave^  b«t  an  ihemaelTes'  me»> 
tared  hy  the  money  of  aeeoont. 

.  We  hare  treated  thia  at  large  in  the  chapiter  on  money  o£ 
aeooont,  but  it  ia  needfdL  to  l«lng  the  distinotion  fiiUy  to  mind 
now,  when  we  propoae  to  apeak  directly  of  prieea.  Many  per* 
aona  entertain  the  notion  that  then  la  tome  propwtion  betweeK 
the  money  of  a  oonntry  and  the  pricee  of  ita  eommoditieB;  and 
that  piioeB  are  high  or  low,  in  proportion  at  money  ia  plenty  or 
toaroe.  There  is  tome  truth  in  this,  but  it  is  not  trne  as  a  pro- 
position. Prices  are  not  dependent  on  money ;  prioes  are  not 
payments;  and  eren  payments  are  not  dependant  on  money. 

Money,  and  other  meana  of  payment^  may  be  ezeee£ngly 
tcaroe  or  hard  to  obtain,  hat  there  can  be  no  seaidty  ui  the  lanp 
gaage  of  prioes.  The  prices  of  eommoditiea  may  fhD,  because 
many  must  sell,  and  the  meana  of  payment  may  be  scarce ;  but 
the  facility  of  ezpreising  prices  is  never  thus  lessened.  The 
whole  of  the  oommodities  of  a  ooontiy  ha?e  theb  prke,  bat  it 
might  not  be  posmble  to  sell  them  all  in  a  year.  The  naming 
of  prices,  the  making  of  sales,  and  the  making  payments,  ars 
each  distinct  operations ;  and,  as  we  have  teen,  neither  of  them 
IS  dependent  for  its  Yalidity  on  the  presenoe  or  use  of  money. 
Gold  and  silTer,  whether  in  coins  or  in  bnllion,  haTo  their  ap* 
propriate  uses  in  commeroe,  and  these  are  important  enough, 
without  attributing  to  them  an  agency  in  which  they  haTo  no 
part.  There  is  no  strict  or  determinate  relation  between  the 
quantUy  of  UKmey  in  a  country,  and  ita  range  of  pricea.  They 
net  and  react  upon  each  other  in  a  way,  and  to  an  extent,  thai 
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it  is  well  to  vuA  and  stodj;  but  thew  infloMieM  an  too  mde- 
fiiMkble,  wad  too  maeh  blended  with  other  emw,  to  be  ezaetly 
•ppredated.  Of  all  the  eaiuee  which  materialljr  aflect  thB 
range  of  prioes  in  a  coantiy,  the  ohanges  in  the  qoantify  of 
Boney  are,  perhaps^  the  least  tnilnentiaL  On  this  point  more 
hereafter. 

This  may  saggest  to  those  who  have  not  taken  anj  extended 
▼iew  of  the  sabjeet,  the  necessity  of  oaation  in  solving  questions 
of  money  and  oorreney,  by  referenee  to  flnetaations  in  prices; 
as  whatever  infloenoe  money  or  eorrenoy  may  actoally  have  on 
priees,  there  are  so  many  other  ways  in  whieh  prices  may  be 
changed,  many  of  which  are  remote  and  onseen,  and  many  not 
appreciable  as  to  theor  foree,  that  no  more  doabtfhl  nor  unsafe 
basts  fconld  be  selected  on  which  to  rest  conclnsions.  Tb»  dan- 
ger of  such  cottolasioBs  is,  however,  much  greater  than  any  thing 
we  have  yet  said  suggests.  It  must  be  borne  in  mind  that  many 
of  the  most  operative  of  these  elements  of  flncttaation  in  prices 
are  under  the  ftill  play  of  men's  interests  and  pasuons.  The 
nest  powerlnl  springs  which  move  the  human  heart  are  found  at 
work  in  this  game ;  scope  is  furnished  for  all  good  and  all  bad 
principles,  for  the  highest  financial  abilidee  and  the  most  unre- 
anotting  industry.  These,  too,  are  often  pitted  against  sloth, 
fnertness,  ignorance,  dulness  and  indecision.  Tlie  commerce 
of  the  world,  in  which  the  whole  matter  of  prices  is  involved,  is 
a  great  struggle  for  that  power  which  aeenies  to  wealth— a 
struggle  constantly  maintained,  with  varying  success,  over  the 
whole  world,  the  advantage  being  generally  on  the  side  of  the 
shrewd  and  skilfb],  but  with  abundant  occasional  evidenoee  thai 
die  fortunes  of  this  contest  are  as  capricious  as  the  fkvors  of  for- 
tune have  ever  been  deemed.  Supposmg,  even,  that  an  aeeorata 
enumeration  of  the  causes  which  operate  to  change  prices  were 
made^  who  then  could  measure  tbeb  ever*varying  intensity,  who 
could  estimate  the  operation  of  men's  reason  aad  passions  upon 
these  causes ;  who  could  foreeee  the  elfoot  of  those  wliich  are 
aoeidental;  who  could  discover  those  which  are  hidden;  who 
•ould  discern  those  which  are  remote,  or  weigh  the  effects  of 
commercial  alarm,  or  trace  the  result  of  commercial  revulsion  f 

« 


Digitized  by  Google 


MB0V88ITT  09  PVROHISIVO. 


585 


Yet  all  this,  and  more,  should  those  be  able  to  do  who  would 
setdo  qnestiona  of  eonrency  bj  tho  ooDditkm  or  Ibotaation  of 
prices. 

These  sqggestioiie  in  relation  to  prices  might  miffioe  to  pot  us 
upon  our  guard  as  to  the  infloenoe  of  monej  or  oorreDej  upon 
prices ;  but  so  accustomed  are  many  to  draw  tnpport  for  their 
theories  of  money  and  banking  from  this  source,  that  yre  pro- 
pose to  refer  distinctly  to  some  of  the  causes  which  chiefly  influ- 
ence and  determine  the  range  of  prices  in  the  marts  of  eom- 
merce. 

The  necessity  of  purchasing  is  an  diement  of  prices  of  con* 
trolling  force.  Those  who  have  tho  means  of  purchasing  cannot 
postpone  hunger  and  thirst.  They  must  secmo  the  means  of 
SobsiBtenoe,  cheap  if  they  can,  hut  dear  if  they  most.  The  mat- 
ter does  not  admit  of  delay,  nor  of  long  negotiation.  It  is 
evident,  therefore,  that  those  articles  termed  necessaries  of  life 
are  only  kept,  by  the  extent  of  the  supply,  and  the  correq[»ond« 
ing  wants  of  those  who  hold  them,  from  going  constantly  to  the 
highest  prices.  The  necessity  thus  imposed  is  nnirersal;  none 
ean  escape  its  force ;  and  yet  .such  is  the  Taiietgr  of  sohstancea 
which  minister  to  animal  ILfe  and  waSort,  that  even  this  neces- 
sity, and  the  knowledge  of  what  it  requires  to  satisfy  the 
craTings  of  these  appetites,  furnish  little  aid  to  those  who  would 
estimate  the  supply  which  will  meet  this  demand.  In  iacC,  how- 
ever,  men  no  more  agree  in  the  quantity,  quality  or  kind  of  artk 
des  deemed  necestery  for  subsistence  and  coB^orti  e7en,in  the 
same  cbrcumstances,  than  they  do  in  stature,  in  features,  or  in 
mind.  This  necessity,  therefore,  which  acts  continually  and 
imperatirely  upon  prices,  furnishes  no  data  by  which  its  force 
wa  be  measured,  or  by  which  it  can  be  distinguished  firom  other 
less  powerful  influences.  It  only  appears  in  full  view  when 
fiunine  or  great  scanuty  begins  to  prevail,  and  then  it  shows  how 
unimportant  every  other  article  becomes,  in  oomparison  with 
.  food.  The  necessity  of  eating  is,  neverthdess,  equally  great  in 
times  of  plenty  as  in  those  of  scarcity.  Prices  are  then  con- 
trolled by  the  supply  in  the  face  of  a  necessity  to  purdiase. 
There  is,  however,  a  iHde  field  of  conjeotnie  about  the.snffieiency 
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of  that  sapplj,  both  in  reference  to  the  quandtj  really  neededi 
and  the  quantity  really  on  hand.  It  is  upon  conjectures  and 
eatimates  of  this  kind  that  men  of  all  sorts  of  minds,  from  the 
most  astute  and  well-informed  to  the  most  dull  and  ignorant, 
firom  the  boldest  and  most  rash  to  the  most  timid  and  cautious, 
exercise  their  powers:  as  such  men  detennine,  prices  are 
aifected;  and  the  operations  of  one  man  are  often  sufficient  to 
affect  piioes  over  a  wide  extent  of  oonntry. 
.  The  necessity  of  selling  oorresponds  very  nearly  to  that  of 
purchasing ;  for,  in  general,  men  can  only  realise  the  means  of 
porehase  by  the  prooess  of  selling.  The  oompnlsion  to  sell  most 
open^  to  depress  prices  as  much  as  necessity  to  purchase  en- 
hances ihem.  A  necessity  of  selling  equally  affeeting  prices, 
and  scarcely  less  imperative^  arises  in  commerce  from  the  obli- 
gation pnnctaally  to  meet  engagements.  This  is  one  of  the 
most  activo  and  operating  agencies  which  affect  prices,  ller- 
ehants  and  numofaetnreni  woold,  but  for  this,  and  the  new  snp- 
plies  which  am  coming  on  behind,  be  disposed  to  hold  their 
oommodities  for  the  highest  prices  which  codd  be  exacted.  They 
most,  howerer,  meet  their  payments,  or  become  bankrupt ;  and 
to  do  this  thsy  most  provide  the  means,  by  making  sales. 
Those  whose  wealth  would  enable  them  to  hold  up  their  goods, 
are  controlled  by  those  who,  from  want  of  means,  are  compelled 
to  make  prompt  sales  upon  small  profits.  The  urgency  of 
maldng  sales  for  this  purpose  sometimes,  doubtless,  becomes  ex- 
oeesive,  and  canses  groat  sacrifices ;  but,  in  ^neral,  it  operates 
to  steady  prices,  by  interfering  with  the  speculations  of  heavy 
capitalists. 

Who  can  conjecture  the  influence  of  fashion,  of  fan<^,  of 
taste^  of  extravagance,  of  inexperience,  of  hobby-riding,  &c.,  &c., 
upon  the  prbes  of  those  articles  which  are  subject  to  such 
caprices  f  The  newest  jHroductions  of  the  loom,  of  the  needle, 
of  the  tailor's  shears,  of  the  milliner's  talte,  are  sought  for  with 
an  avidity,  a  perseverance^  and  a  disregard  of  price,  which  bids  - 
defiMMO  to  all  discretion.  So  it  is  with  the  first  fruit  and  the 
first  fish  in  the  maricet:  so  with  old  trines,  old  books,  old  coins, 
old  paintings,  and  old  itotoary.  Let  any  one  observe  how  large 
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a  portion  of  men  in  trade  are  employed  in  furnishing  commodi- 
ties to  satisfy  these  and  similar  inordinate  desires,  and  he  will 
he  convinced  that  the  prices  of  no  small  portion  of  the  articles  of 
trade  are  dependent  upon  the  mere  caprice  of  the  consumers, 
and  tlie  adroitness  of  the  tradesmen.  The  observer  will  find 
that  the  dealer  in  these  articles  resorts,  when  the  rage  for  pur- 
chase is  up,  to  prices  which  will  compensate  him  for  the  freaks 
of  customers,  who  often  so  suddenly  change  their  wants,  as 
to  leave  a  large  stock  of  articles  hopelessly  on  his  hands. 
Here,  then,  is  a  rapid  fluctuation  of  prices,  caused  by  wayward- 
ness, and  folly,  and  caprice ;  and  this  happens  from  year  to 
year,  under  no  more  regular  control  than  the  most  irregular 
wants  of  the  most  irregular  people.  The  results  of  this  are, 
however,  felt  throughout  all  the  range  of  prices,  but  with  wbal 
effect  wlia  can  tell? 

The  terms  plenty  and  scarcity  are  often  used  in  regard  to 
commodities  of  trade,  and  with  sufficient  precision,  perhaps,  to 
convey  no  false  idea.  It  is  certainly  impossible,  however,  to 
ascertain  with  any  exactness  the  (quantity  of  any  principal  com- 
modity ;  the  attempt  is  constantly  being  made,  and  the  approxi- 
mation may  be  useful,  though  only  measurably  reliable.  It  is  not 
seldom,  that  large  mistakes  are  made  in  these  estimates.  They 
arc  not  unfreqnently  made  by  interested  persons,  with  a  view  to 
inliucnce  prices ;  and  it  is  well  known  that  many  important 
commodities,  such  as  cotton,  wheat,  coffee  and  tea,  have  their 
prices,  to  no  small  extent,  influenced  in  that  Avav. 

In  regard  to  many  articles,  it  is  often  impossible  to  say  when 
plenty  exists,  or  even  when  scarcity  has  occurred.  There  are, 
tp  be  sure,  occasions  when  there  can  be  no  doubt  as  to  either 
condition.  In  the  former  cases,  prices  take  their  course  from 
men's  conjectures ;  and  in  the  latter,  from  the  apathy  pcodnoed 
bj.  undoubted  plenty,  or  the  excessive  alum  and  eagerness  pro- 
dnced  by  undoubted  scarcity.  It  is  well  known  that,  in  both 
extreraeSy  the  natural  effects  are  incrcMed  beyond  what  would 
appear  to  be  the  proper  result.  In  tb«  eiP0  of  plenty,  the  cer** 
tfinty  of  a  steady  and  cheap  supply,  when  needed,  rdieves  the 
j^urohaser  from  «iy  mmtjf  and  he  shstuas  (rem  pntehisiaf . 
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until  tbc  moment  of  need.  The  necessities  of  the  holders  may 
be  such,  tliiit  they  cannot  wait  this  time  ;  and  they  are  obliged 
to  urge  their  stock  on  a  market  in  which  there  is  little  demand, 
and  of  course  at  reduced  prices.  On  the  contrary,  when  scarcity 
is  apprehended,  every  one  measures  the  danger  by  his  feai*8,  un- 
willing to  wait  coolly  for  results  which  may  be  so  disastrous.  All 
pecuniary  considerations  are  sunk  in  the  dread  of  want,  and 
prices  go  rapidly  to  the  highest  rates.  In  England,  a  very  defi- 
cient harvest  of  wheat  has  often  sold  for  more  money  than  a  very 
abundant  one ;  so  in  the  United  States,  as  to  cotton. 

In  regard  to  quantity,  prices  generally  transcend  the  appa- 
rently proper  limit,  on  the  occurrence  of  either  extreme ;  whilst 
a  medium  opens  a  wide  region  of  coiyecturc,  and  sometimes 
leads  to  very  mistaken  movements. 

The  commercial  terms,  demand  and  supply,  do  not  corre- 
spond exactly  with  the  more  general  and  absolute  terms,  plenty 
and  scarcity.  The  first  relate  merely  to  the  operations  of  trade, 
while  the  latter  refer  to  actual  quantities.  This  disunclion  is, 
perhaps,  fretjuently  forgotten,  or  not  observed.  The  demand 
which  exists  for  articles  of  commerce,  and  the  supply  which 
is  furnished  in  response  to  that  demand,  can  never  be  placed  be- 
yond the  reach  of  contingencies,  so  numerous  and  so  varied, 
as  to  bo  out  of  the  reach  of  any  possible  ppecification.  If  it 
were  the  business  of  government  to  furnish  its  subjects  with 
all  tlie  commodities  they  need,  it  would  be  possible  to  make  such 
an  approximation  of  the  quantity  and  kinds  wanted  as  would 
enable  its  agents  to  order  them  with  some  precision.  £7en  with 
aioh  advantages,  any  attempt  to  meet  the  changing  wants,  de- 
nres  and  eaprioes  of  men  must  be  onsnccessful.  How  much 
more  so,  where  the  course  of  trade  commits  this  business  to  a 
host  of  merchants,  all  greedy  of  gain,  or  fearful  of  loss,  all 
amicus  for  business,  bat  consulting  chiefly  their  own  interest, 
acting  without  concert,  and  without  that  knowledge  of  each 
other's  operations  which  could  alone  enable  them  to  pursue  their 
business  with  intelligence! 

Men  thus  situated  are  left  to  act  according  to  their  various  cha* 
raotcra — bokUy,  timidly,  inesolately  or  rashly  — '  and  according 
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to  tbe  best  iofomutticm  they  oaa  obtain*  irbJob  at  the  best  most 
be  always  verj  imperfeot.  Stieomw  in  the  operations  of  one 
year  encourages  them  into  measores  which  end  in  disaster  the 
next;  and  thisi  in  its  torn,  produces  oTer-caution  in  succeeding 
times.  And  these  sltemations  must  ever  occur  in  trade,  while 
commerce  is  carried  on  by  the  disconnected  enterprise  of  indi- 
Tidnals.  And  yet  the  operation  of  trade  in  regard  to  supply 
and  demand,  is  subject  to  all  the  influences  which  create  these 
alternations ;  and  so  far  as  prices  are  affected  by  quantities 
actually  on  hand,  they  are  subject  to  corresponding  variations. 
The  siijiply  of  commodities  which  is  offered  to  consumers  is 
not  only  subject  to  the  contingencies  affecting  the  several 
branches  of  industry  which  produce  them,  but  to  all  the  varying 
opinions,  "dishes,  estimates  and  dispositions  of  the  merchants  who 
carry  on  the  business ;  and  in  addition,  to  all  the  accidenui  and 
delays  of  transportation  by  sea  and  land. 

The  chief  stimulus  of  production  is  demand  ;  but  this  demand 
proceeds  from  the  masses,  of  whom  some  are  prudent  and  foresee- 
ing, some  observing  and  cautious,  some  venturous  and  rash,  some 
with  experience,  some  without,  and  some  utterly  foolish  and 
heedless :  those  upon  whom  the  demand  is  made  are  of  like  cha- 
racter ;  and  prices  are  in  no  small  degree  settled,  and  supplies 
regulated,  by  the  action  of  such  persons  upon  each  other. 
Prices  adjusted  by  such  agencies  can  never  be  foretold,  and  must 
rest  upon  a  complex  combination  of  circumstances^  such  as  can- 
not  be  fully  unravelled  nor  analyzed. 

Many  of  the  great  fluctuations  and  jerks  which  occur  in  prices 
arise  from  the  schemes,  the  hopes,  the  mistakes,  the  enterprises, 
and  the  deceptions  of  those  engaged  in  commerce,  and  have 
almost  no  relation  with  the  actual  quantities,  or  cost  of  produc* 
tion,  of  those  articles,  the  prices  of  which  are  affected.  There 
are  so  many  insurmountable  uncertainties  hanging  round  all 
questions  of  supply  and  demand,  that  men,  in  a  wilderness  of 
doubts,  but  grope  their  way  at  best ;  and  the  results  upon  prices  • 
are  as  little  to  be  conjectured  as  those  which  depend  wholly  upon 
chance. 

Monopolies  are  the  subject  of  much  complaint.   The  hardship 
84 
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and  injustice  imposed  by  them  arc  so  visible  to  every  eye,  tlisl 

they  liavc  been  constant  objects  for  the  hand  of  reform.  Two 
ceutuiits  ago,  nearly  every  department  of  commerce  and  indua- 
try  was  under  the  control  of  monopoly  in  almost  every  country 
of  Europe.    Many  yet  remain,  to  prove  what  must  have  been 
the  injustice  sufifercd  by  those  who  lived  when  they  were  more 
numerous.    Their  influence  ujion  tlse  prices  of  the  monopolized 
articles  is  too  well  known  to  require  much  notice.    The  inhabi- 
tants of  Franco  know  well  enough  that  the  price  of  tobacco  is 
greatly  enhanced  to  them  by  the  government  monopoly  ;  but 
the  producers  and  dealers  in  the  article,  in  this  country,  do  not 
80  generally  know  that,  if  the  French  monopoly  was  abolished, 
the  consumption  there  would  be  increased,  and  the  price  here 
■would  be  enhanced.    The  heavy  duties  of  England  upon  the 
same  article  are  equivalent  to  the  monopoly  in  France ;  to  aban- 
don them  would  have  the  same  effect  of  raising  the  price  in 
this  country.    The  removal  of  the  European  mono{)olies  of  our 
products,  or  of  heavy  duties,  would  at  once  reduce  the  price 
there,  and  raise  it  here,  upon  the  commodities  thus  set  free. 
The  amount  before  realized  by  monopolies  and  duties  would  fall 
fairly,  if  not  equally,  to  the  producer  and  consumer,  by  a  double  ad- 
justment of  prices.  Monopolies,  therefore,  often  react  upon  those 
who  may  not  suppose  themselves  under  their  influence,  and  at 
such  a  distance,  that  those  affected  may  neither  perceive  the 
effect,  nor  be  aware  of  the  cause.    The  power  of  the  monopoly 
is  chiefly  felt  in  its  direct  effort  to  control  prices,  which  its  col- 
lected strength,  and  unity  of  action,  enable  it  to  attempt  with 
advantage.  The  effects  of  these  efforts  are  often  made  to  extend 
to  places  where  few  can  clearly  detect  them,  or  perhaps  suspect 
their  influence.    They  are  yet  sufficiently  numerous,  and  clfi- 
ciently  managed,  to  produce  a  very  undoubted  effect  upon  cer- 
tain prices  ;  and  yet  there  is  no  possibility  of  measurin;;^  that 
influence,  or  determining  its  comparative  force  and  intensity. 

Commercial  legislation,  protective  and  prohibitory  duties,  and 
public  revenue,  exercise  a  very  important  influence  upon  a  largo 
class  of  prices ;  of  so  wide  a  subject,  we  can  only  touch  the 
threflhold.   The  chief  oountriM  of  Europe  cofflmenced  a  sjrstem 
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of  legislation  upon  industry  and  oomawfcey  in  modern  timoB, 
which  has  been  continued,  with  many  changes  and  yicissitades, 
for  some  two  oentoriee.  A  similar  policy  was  begun  in  this 
country,  as  soon  as  It  could  legislate  for  itself.  The  eompUea- 
tion  of  this  legislation  in  Europe  is  such,  that  very  few  can  trace 
its  results.  Ihe  laws  relating  to  navigation  and  tonnage,  the 
proliibition  to  export  the  precious  metals,  the  bounties,  the  pro- 
hibition of  certain  articles,  the  light  duties  on  some,  the  heavy 
charges  on  others,  the  discriminating,  the  protectiTe  and  iha 
prohibitory  duties,  the  drawbacks,  &c.,  all  operating  tog^er  in 
each  coikntry,  and  in  conflict  with  those  of  other  countries,  make 
a  compound  which  no  human  ingenuity  or  astuteness  can  so 
analyse  and  explain,  as  to  show  their  specific  bearing  upon 
prices.  No  one  in  the  least  conversant  with  the  subject  can 
overlook  the  important  influence  exercised  in  that  respect  by  all 
this  legislation ;  and  in  some  instances  no  one  can  fail  to  per- 
ceive the  particular  effect;  but  the  whole  result  of  this  combi- 
nation defies  explanation.  When,  however,  to  this  complication 
is  added  the  events  of  war,  restrictive  systems,  embargoes,  block- 
ades, and  such  measures  as  the  Birlin  and  Milan  J>€eree99  and 
the  Orden  in  Council,  then  the  elements  which  influence  prices, 
and  their  comparative  power,  baflle  human  scrutuiy. 

It  is  worthy  of  being  noted  here,  as  an  illustration  of  the 
rashness  with  which  men  form  opinions  upon  matters  which  thej 
have  not  fully  examined,  and  do  not  understand,  that  from  the 
year  1800  to  1815,  during  which'  time  a  most  animated  discus- 
sion on  the  subject  of  banking  and  currency  was  maintamed  in 
Qreat  Britain,  one  party  drew  its  arguments  and  illustrations, 
and  formed  its  conclusions,  upon  the  condition  of  prices  in  that 
period.  The  same  readiness  to  form  and  express  opinions  on 
similar  grounds  has  been  shown  ever  since,  both  there  and  in 
this  country;  all  men  seeming  to  think  that  currency  and 
prices,  money  and  banking,  were  suljects  about  which  the  most 
authoritative  decisions  might  be  pronounced,  without  special 
knowledge  or  hesitation.  The  newest  demagogues,  the  mmt, 
ignorant  and  presuming  journalists,  the  experienced  and  the  in-, 
experienced,  and  in  fine  all  classes  of  men,  supposed  themselves; 
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fully  qualified  to  solve  questions  of  this  kind.  It  has  happcncci, 
Lhercforc,  that  no  subject  has  ever  been  so  bestridden  and  rode 
down,  so  abused  by  foolish,  and  so  confused  by  contradictory 
opinions,  emanating  from  the  highest  authority  down,  througli 
every  grade  of  respectability,  to  zero.  The  few  vho,  in  this 
tine,  have  devoted  ]Hrolonged  attention  to  this  subject,  and 
proved  themselves  pamful  and  annoos  bqnirers  after  trttth, 
have  scarcely  been  noticed  in  the  mass. 
.  It  is,  perhapOi  impractlcablei  to  draw  a  line  between  the  ordi* 
nary  proceases  of  dealing  and  what  is  termed  speculation. 
What,  if  done  by  one  man,  would  be  deemed  speculative,  may 
be  perfectly  within  the  legitimate  scope  of  another's  business. 
What,  in  times  of  great  confidence  and  active  business,  would 
be  deemed  quite  prudent  and  proper,  would,  in  seasons  of  pres- 
sure and  caution,  be  called  reckless  speculation*  What  a  man 
•f  capital  may  do  without  exciting  attention,  a  less  rich  man 
may  not  do  hut  at  the  hazard  of  being  called  a  speculator. 
Speoulalum  cannot,  therefore,  be  defined,  althoogh  its  preva- 
kiiea  18  natter  of  mock  lamentation.  Its  influence  in  trade  is 
eonstsntly  felt,  and  its  operation  on  prices  is  very  decided  and 
notorious.  Its  chief  design  is  undoubtedly  to  give  undue,  or  at 
least  unusual,  ezdtement  to  prices.  Its  movements  are  as  various 
«s  the  omgunotures  of  oommeroe,  and  the  men  engaged  in  it. 
The  very  uncertain^  of  the  events  of  trade,  and  the  ever  fluc- 
tuating condition  of  prices  oonsequent  upon  it,  furnish  constant 
openings  for  the  intervention*  of  speculation.  The  observing, 
the  well-informed,  the  experienced,  and  the  bold,  are  those  who 
are  ever  ready  to  avail  themselves  of  those  circumstances  which 
an  constantly  occurring  in  some  branch  of  trade,  by  which  they 
antimpate  an  advance  in  prices,  or  produce  one  by  their  own 
management*  There  are,  donbtiess,  certain  limits  within  which 
this  Idnd  of  action  is  deemed  legitimate  and  honorable.  It  is 
too  tempting  a  field,  however,  not  to  be  occupied  by  many  actu- 
ated by  fraud,  by  a  greedy  spirit,  by  rashness,  by  the  spirit  of 
competition,  and  by  sheer  infatuation.  This  class,  though  more 
irregular  in  their  movements,  are  not  unfrequently  as  successful 
in  their  operations  as  the  more  deserving :  and  both  frequently 
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fail  of  tbdr  immediate  object,  oTen  wlitn  tlieir  movemente  are 
felt  in  a  change  of  priees.  Tbie  multifsrioiiB  body  of  epeeitlaton 
may  be  said  to  be  eontimianj  operating  upon  tbe  market  Talnee 
of  the  oommoditiee  ivbich  tbey  toneb,  and  tbrongb  them  upon 
various  others.  This  infloenee,  like  many  other  dements  of 
prices,  ean  neither  be  measnied  nor  estimated  in  its  aetaal  or 
eomparatiTe  force ;  it  ean  neitber  be  anticipated,  nor  ean  its 
e?il  effects,  to  any  considerable  degree,  be  averted,  without  in- 
terfering wiih  the  freedom  of  trade  to  a  most  injurious  extent 
It  must  continue  to  be  a  disturbing  element  of  commerce,  and 
prices  must  hereafter,  as  heretofore,  be  subject  to  its'manifbM, 
incessant  and  nctive  agencies. 

The  tendency  of  speculation  is  undoubtedly  to  widen  the  range 
of  floetnations,  not  only  in  the  prices  of  tbe  articles  operated 
upon,  but  also  of  many  others.  This  spirit  is  more  rife  and 
nctive  in  times  of  high  confidence,  when  prices  are,  firom  that 
cause,  looking  up,  than  when  any  depressing  csnse  operates  to 
check  the  movements  of  trade.  It  suits  tbe  views  of  the  speeu- 
lator  to  urge  upward  prices  that  are  tending  to  rise,  raUier  Ibsin 
to  attempt  stayinrr  the  downward  course  of  a  falling  market. 
Dealers  in  stocks  speculate  on  their  fall,  bat  merehants  only  on 
the  expected  advance  of  goods.  The  general  effect  of  specula- 
tion, whilst  moving  within  moderate  bounds,  is  therefore  to  sus- 
tain and  enhance  prices ;  and  this  ciTect  may  be  continued  for 
many  years,  under  the  operation  of  favoring  causes,  such  as  a 
steady  government  and  liberally-managed  banking  institutions, 
provided  there  be  some  restraining  power  of  sufficient  strength 
to  repress  that  wild  extravagance  to  which,  otherwise,  specula- 
tion always  hastens.  The  periods  of  greatest  commercial  pros- 
perity, in  Europe  and  in  the  United  States,  have  been  those  in 
which  this  state  of  things  existed.  Prices  must  be  high,  when 
.  commerce  is  active,  when  new-comers  are  constantly  press- 
ing into  business,  when  those  alrendy  enf^aged  are  seeking  to 
enlarge  their  trade,  when  credit  is  liigh,  when  all  are  on  the 
alert,  when  personal  credit  is  sufficient  to  make  all  kinds  of  pur- 
chases without  the  use  of  money,  or  any  of  its  substitutes.  Such 
causes,  so  long  as  they  contiuae,  must  operate  on  prices ;  and 
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thtm  k  no  qvuetioii  fhaty  dnl/  reatraiiiMi,  tliij  promote  feneral 
proflperi^.  So  dl  eiqterie&oo  proroB ;  but  ezperionoe  proves^ 
•lio^  that  if  this  iMtratning  power  does  not  exist,  or  be  not  efii* 
eienily  exennsed,  tbe  expeaeion  of  peceonel  credit,  md  tlie  ad- 
Tsnce  of  prioeo  eoneeqnent  upon  inoeaeMit  and  vneontrolled 
•peenlatlTe  eotioa,  prooeede  to  a  height  at  whidi  they  oannot 
remaauy  and  the  whole  fabric  of  coofidenee  fUle  at  once.  The 
reaction  ia  rapid  and  oompletey  and  piioea  deeeend  below  their  . 
wonted  leveL 

All  who  are  eonferaaat  in  the  walks  of  commerce  can  recall 
the  aignal  efEMta  of  epeoolatioa  on  pricee»not  onlj  in  special  in* 
ftancea,  bnt  in  that  state  of  restless  activity  and  watddblness 
which  prompts  men  to  be  e? er  looking  Ibr  advantageous  pur- 
chases^ and  to  secure  the  highest  prices  for  what  ihej  selL  Yet 
•what  ia  more  common  than  to  attribnte  sndi  resolts  to  an  expan- 
sion of  cwrrencyt  without  leserTo  or  qualification.  The  reverse 
is  very  often  the  tme  state  of  the  case ;  the  eaq^nsioii  is  the 
vesuh  ef  the  speculation,  and  not  the  speculation  the  result  of 
the  expansion.  In  seasoos  of  confidence,  when  menls  notes  are 
Ireely  received  for  the  eommodilies  of  trad%  the  first  step  towards 
the  evila  of  vndue  expansicii  is  a  great  imne  of  bills  of  ea> 
dwnge  and  promissory  notes  of  merchants  and  dealers,  who  thus 
multiply  their  engagements,  mthout  immediately  increasing  the 
qoantity  of  goods  in  the  market;  and  these  bills  and  notes 
being,  for  the  convenience  of  the  holders,  converted  into  Lank- 
notes,  an  increase  of  circulation  takes  place,  which  is  called  an 
expansion;  many  evib  are  referred  to  this  which  clearly  be- 
long to  speculation,  and  not  to  expansion  of  currency.  If  the 
word  expansion  be  proper  in  this  case,  it  should  be  applied  to 
the  enlargement  of  individual  credit.  In  most  of  these  cases, 
the  issue  of  bank-notes  is  an  alleviation  of  the  evil,  and  not  an 
aggravation.  The  ability  of  the  .-peculating  parties  to  meet 
their  engagements  depends  en  their  bucccess  in  selling,  tor  hank- 
lioU'S,  the  goods  purchased,  or  fur  something  else  which  v.ill  ho 
received  in  discharge  of  their  liabilities^  The  issue  of  the  bank- 
notes greatly  facilitates  such  sale  and  pa3-ment.  If  it  be  said 
that  this  high  conMence  which  enables  parties  to  make  such 
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large  purobMCS  on  the  strength  of  their  own  hilh  or  notes  would  not 
exist,  bat  for  the  facility  of  converting  them  into  bank  paper, 
there  is  much  force  in  the  objection.  The  fault  is,  however,  one 
of  degree :  the  advantages  of  individual  credits,  and  of  bank- 
notes, "within  proper  limits,  arc  generally  concodeil ;  and  tlio 
first  fault  is  committed,  iu  this  case,  in  the  e'jmiuunity  of  men 
of  business,  and  not  by  the  banks.  That  an  increa.sed  issue  of 
bank-notes,  consequent  upon  over-trading  may  stimulate  prices, 
especially  in  the  retail  trade,  is  very  probable,  but  not  to  the 
extent,  nor  in  the  Avay  many  suppose.  For  every  bank-note 
issued  by  discount  of  commercial  paper,  an  equivalent  amount 
of  debt  is  created  to  the  bank ;  and  the  demand  for  bank-notes 
to  pay  these  debts  will  be  equivalent  to  the  whole  issue.  The 
parties  so  indebted  must  sell  their  goods,  to  meet  these  pay- 
ments, at  an  advanced  price  if  they  can,  if  not  at  the  best  price 
obtainable.  The  stringency  of  this  necessity  to  meet  engagements, 
which  is  the  more  felt  as  the  advantage  of  maintaining  credit  in 
bank  is  appreciated,  has  oftentimes  defeated  the  object  of  specu- 
lators, and  compelled  them  to  reduce  the  prices  which  they 
hoped  to  raise,  and  thus  to  counteract  the  very  mischiefs  appre- 
hended from  the  increased  circulation.  Large  Issues  do  not,  then, 
necessarily  enhance  prices,  hut  mny  often  be  regarded  as  indica- 
tions of  a  probable  reduction.  The  particular  action  of  men,  or 
the  course  of  trade,  must  always  bo  taken  into  view  by  those 
who  desire  to  attain  just  conclusions  in  regard  to  currency,  as 
well  as  prices.  The  same  causes,  under  different  circumstances, 
do  not  always  produce  the  same  results :  and  their  reasoning,  in 
political  economy,  and  upon  questions  of  commerce,  who  over- 
look human  nature,  and  its  actual  or  probable  action  in  any 
given  circumstances,  cannot  be  of  much  value.  Whatever  be- 
longs to  abstract  science  may  be  explained  by  exhibiting  the 
immutable  laws  of  nature,  or  tiie  unfailing  processes  of  mechanics, 
or  the  demonstrations  of  mathematics  ;  but  that  which  depends 
Oa  the  minds,  temperaments  and  passions  of  men,  and  the  casual 
occurrences  of  life,  can  never  be  reduced  to  laws  like  those 
which  goTcrn  bees  and  ants ;  neither  onn  problems  Mising  thai 
be  solved  bj  algebnio  formal%  w  any  rule  of  proportieiL 
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Actual  value,  the  eoBt  of  production,  and  price,  are  bj  no 
means  equivalent  terms.  Articles  of  trade  are  very  often  seM 
above  or  below  tbeir  aetnal  value,  and  tbej  are  often  sold  greatly 
above  or  below  the  cost  of  production ;  but  whether  one  or  the 
other,  that  estimation  at  which  they  are  sold  is  their  actual 
price,  a  turm  which  bchjngs  to  commerce,  ami  really  has  no  ab- 
solute or  necessary  connection  with  either  value  or  cost  of  pro- 
duction. The  chief  inquiry  in  the  market  is  as  to  the  price; 
neither  buyer  nor  seller  knowing,  or  caring  to  know,  the  cost  of 
production.  This,  though  not  equivalent  with  price,  is  an  uni- 
versal and  efficient  element  of  prices.  Other  influences  ceasing, 
prices  must  constantly  tend  to  correspond  with  the  cost  of  pro- 
duction, with  the  expenses  of  transportation  and  sale  added. 
This  centre  about  which  prices  revolve,  is  itself  so  changeable, 
that  no  advantage  is  gained  by  considering  the  subject  in  that 
aspect.  In  truth,  the  cost  of  production  depends  so  much  upon 
prices,  that  the  inquirer  into  the  cost  is  carried  back  into  an  in- 
quiry about  prices,  and  so  the  investigation  turns  in  a  circle. 

Fluctuations  of  prices  arise  from  such  a  variety  of  complex 
and  hidden  causes,  that  no  human  ingenuity  can  disentanjrle  the 
web.  The  truth  is,  that  even  if  an  analysis  could  be  completed 
at  one  time,  a  similar  state  of  facts  might  never  again  exist,  or, 
existing,  might  not  be  attended  with  the  same  results.  The  same 
men  do  not  always  act  in  the  pame  way,  under  the  same  motives. 
Important  changes  of  price  are  constantly  occurring,  which  can- 
not safely  be  assigned  to  any  one  cause  or  to  many ;  and  lie  is 
meet  j>rudent,  who  least  suffers  himself  to  indulge  in  ])ositive 
conclusions,  without  means  of  arrivincr  at  them  or  veriiVins 
them.  We  should  avoid  the  path  which  leads  to  errori  as  sedu* 
lously  as  we  seek  that  which  leads  to  truth. 

To  the  suggestions  we  have  thus  made  on  the  subject  of 
prices,  we  add  one  more.  It  is  well  known,  that  whatever  influ- 
ences may  be  operating  on  the  prices  of  the  chief  commodities 
of  both  foreign  and  domestic  trade,  there  is  a  constant  tend^cgr 
in  these  influences  to  yield  to,  and  be  overborne  by,  others  ema* 
nating  from  the  chief  markets  or  points  of  distribution.  Whai> 
ever  may  be  operating  on  the  price  of  cotton  in  Georgia  or 
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Alabama,  is  likely  to  be  overborne  by  other  elements  at  work  in 
New  York.  The  city  of  New  York  is  the  arena  in  which  more 
power  is  exerted  over  prices  than  in  all  tlie  rest  of  the  coun- 
try. This  is  not  always  the  result  of  design,  or  of  any  special 
movement  ainoufr  dealers  in  New  York ;  it  is  more  the  result  of 
the  estimates  made  by  men  outside  of  New  York,  of  what  has 
taken  place,  or  may  take  place  there.  Merchants  and  manufac- 
turers throughout  the  country  know  that  prices  are  mainly  made 
there ;  and  all  turn  their  eyes  thither  for  the  elements  on  which 
to  base  their  calculations.  More  sales  take  place  there  than  at 
any  other  place ;  and  when  sales  are  forced,  they  generally 
occur  there.  These  great  markets  are  subject  to  so  many  con- 
tingencies, both  powerful  and  sudden,  that  those  who  are  in- 
terested, wherever  they  may  reside,  are  obliged  to  watcli  these 
causes  and  results  with  great  attention,  that  they  may  avail 
themselves  of  what  is  for  their  benefit,  and  avoid  what  may  be 
for  their  injury.  It  may,  therefoi'e,  and  does  happen,  that  the 
conclusions  and  movements  of  those  residing  out  of  the  great 
marts  of  trade  influence  the  markets  within  them,  in  reference 
to  many  important  articles.  The  resident  merchants  of  New 
Y'ork  may,  therefore,  find  prices  in  the  city  very  much  affected 
by  causes  and  movements  in  which  they  have  been  passive. 

The  general  range  of  prices,  as  it  rests  in  the  minds  of  the 
body  of  dealers,  is  one  of  the  most  sensitive  things  in  the  world. 
Like  the  ocean,  the  least  breath  of  wind  from  any  quarter  will 
ruffle  the  surface ;  and  it  re([uires  but  a  breeze  of  demand  or 
speculation  to  set  the  whole  in  rapid  movement,  if  not  wild  com- 
motion, the  result  and  termination  of  which  none  can  for  a  time 
conjecture.  One  of  the  results  often  observed,  in  regard  to 
prices,  is  the  vast  disproportion  between  causes  and  results. 
Whea  harYMtfl  are  abundant,  even  a  little  beyond  the  average, 
the  price  qf  the  whole  product  may  be  diminished  so  as  to  reduee 
the  sum  received  for  the  whole  by  an  amount  many  times 
the  value  of  the  surplus.  So,  if  harvests  are  short,  the  product 
often  sells  for  more  than  if  they  were  abundant.  It  is  the  same 
with  supplies  by  foreigp  importation ;  a  very  little  over-trading 
may  sifiMt  the  prices  of  a  large  stock  of  oomiiMHUties  so  seriously, 


Digitized  by  Google 


538  QUANIIiy   OF  MON£Y  —  PAIOEH. 

u  to  CMue  hmrj  Iobm.  If  we  Buppose^  for  instanesy  tini  tli* 
tlook  of  inm  in  New  York,  «iid  witiiin  tke  iftitteaoe  of  its  amiv 

ket,  to  be  at  anj  time  worth  $1,000,000,  at  prieee  npoa  wludli 
a  regdkr  butintes  and  eonsnmptioii  is  prboeediiig,  ibe  auddeii 
arriYal  from  abroad  of  $50,000  wortb,  or  only  five  per  oent  of 
tbe  qoaatitj  on  band,  may  ao  dkmb  the  market,  tbat  pus 
obaaera  maj  refrain  from  buying  for  a  time^  and  eellars  maj 
become  alarmed  and  deiiroai  of  roaliibg  beibre  an  eipeeted 
fall;  a  deeline  of  prioea  to  tiio  extent  of  ten  per  eent.  on 
ibe  wbole  atoek  maj  occur,  and  a  loss  of  $100,000  tbua  fall 
npon  tbe  holders  of  tbe  iron,  or  double  the  amount  of  tbe  Im- 
portation. Every  observer  of  the  great  markets  can  raeall 
instances  of  a  similar  kind,  ¥rhieh  show  how  difficult  it  is  to 
ascertain  the  causes  which  determine  the  range  of  prices.  It  is 
often,  however,  as  easy  to  see  that  fluctuations  are  attributed  to 
wrong  sources,  as  it  is  difficult  to  assign  the  true  causes. 

2  2.  T/te  ejfeci  ujx>n  in-irc!  of  tlie  quantity  of  vionnj —  Tke  t/ieori/  of  Moit- 
iesqtiieti  acceded  to  by  HumCt  LockCt  and  JIan  is ;  denied  by  Sir  Jamet 
Staoart,  Adam  Smith,  Lauderdale,  MaltkM,  Mieardo,  Ibrreiw,  JfCfal- 

*  lock" Jamet  Mm-^Pneet  are  not  eouit,  btd  expretiUnu  ofmontjf  t(f 
aceouni ■^Wholesale  muat  mainly  control  retail  prices ;  the  former  made 
Vpon  credit  —  Propositions  of  Lauderdale  —  Malthus  cited  —  Also  Tbrrens 

—  MfiiUorh — Malthus —  Conjliction  of  opinions  —  Marqiiii  Gamier  cited 

—  Adam  Smith  citeii — Ganihl  cited  —  Humboldt's  proportion  of  gold  to 
silver  —  Jacob  on  precious  metals  —  Rise  of  prices  not  in  proportion  to  the 
inerease  of  money  —  Jrtkur  Tamm^B  JkgtUry  into  fht  Progressive  Vakte  (ff 
Monejf — IbUee  %f  piiees  in  I^M^n^BeaiBet  on  «%MtA — lVto»  of 
v>h$at  in  France. 

If  the  reader  bears  in  ralnd  the  vast  variety  and  power  of 
those  elements  which  operate  upon  prices,  to  which  we  have 
in  part  referred,  ho  will  be  prepared  to  consider  the  influences, 
in  this  respect,  of  an  increase  or  diminution  of  money.  What- 
ever the  latter  may  be,  the  others  are  in  full  activity;  their 
operation  does  not  cease,  though  other  forces  arc  bruuglit  into 
conjunction  or  opposition.  Whatever  inherent  difficulty  there 
may  be,  therefore,  in  the  subject,  must  be  much  increased  by 
oonfioiug  the  view  to  money  as  the  chief  cause  of  fluctuations  in 
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prices.  It  is  manifest  that  no  one  can  ascertain  to  what  extent 
fluctuation  of  prices  is  duo  to  changes  in  the  quuLiULj  of  money, 
until  he  can  measure  the  effect  of  other  influences.  If  tliis  can- 
not he  done,  no  conclusions  can  he  safely  drawn  ;  if  it  can  be 
done  only  conjecturally,  then  conclusions  resting  upon  such  a 
basis  must  he  subject  to  the  contingencies  of  tho  conjecture. 
Whatever  hvars  upon  the  subject  of  prices,  ■whatever  degree  of 
uncertainty  hangs  over  all  branches  of  the  inquiry,  must  be 
taken  into  account  when  the  influeQce  of  money  in  the»e  changot 
comes  to  be  considered. 

A  prevailing  inclination  has  long  existed  to  establish  a  pro- 
portion between  the  quantity  of  money  in  the  world  and  the 
quantity  of  all  other  commo(iitics,  and  to  make  that  proportion 
the  rule  of  prices.  This  plausible  idea  is  very  likely  to  have 
occurred  to  such  thinkers  as  had  very  little  practical  knowledge 
of  commerce.  Montcsriuieu  very  unhesitatingly  gave  it  the 
sanction  of  his  high  authority,  and  it  has  ii;id  the  circulation  of 
his  popular  work'  "Si  Ton  compare  la  masse  de  Tor  ct  de 
I'argcnt  qui  est  dans  Ic  monde,  avec  la  sommc  dcs  inarchandises 
qui  y  sont,  il  est  certain  que  chaque  denree  ou  raarchandisc  en 
particulier  pourra  Otro  comparee  k  une  certaine  portione  de  la 
masse  entiero  do  Tor  ct  dc  I'argent.  Conime  le  total  dc  l  uinJ 
est  an  total  de  Tautre,  la  partio  do  Tunc  sera  a  la  partie  de 
I'auLre."  After  an  illustration  drawn  from  the  supposition  of 
there  being  only  one  article  of  commerce,  and  one  individual  to 
purchase  it,  he  concludes  :     Les  prix  se  fixeront  en  raisou  com- 

*  **  If  wo  compare  the  maM  of  gold  and  ulver  in  kho  world  with  the  wbolo 
of  tfao  oooiniodttieB,  it  if  oert«n  that  orery  oommoditj  in  poitlevlar  maj 

be  compared  with  a  certain  portion  of  the  entire  maw  of  gold  and  siher. 
As  the  whole  of  the  one  is  to  the  whole  of  the  Other,  a  portion  of  one  will 
be  to  a  portion  of  the  other."   .   .  . 

..."  Prices  are  fixed  at  a  rate  cumpounded  of  the  whole  of  the  com- 
modities with  the  whole  of  the  tii<;n»,  and  of  that  of  the  whole  of  ^  eon- 
moditiee  in  the  channels  of  trade  with  the  whole  of  the  signa^  (gold  and 
rilter)  "employed  aa  money." 

**llie  eetablishment  of  prices  depends  always  fundamentally  upon  the 
proportion  of  the  total  of  the  oommoditiee  to  the  total  of  the  siftns." — Spirii 
o/LawSt  book  22,  ebap^  vii. 
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pos^  da  total  des  choMS  vree  le  total  dos  elgnefli  et  do  cello  dn 
total  dos  ohoses  qui  sont  dans  lo  oommeroe  aveo  le  total  dea 
aignot  qui  y  aont  aiuBi.  .  •  .  L'etabliflBomont  du  prix  dea 
olioies  d(^pcnd  toujonn  fbndamentaloment  do  la  ralaoa  da  total 
dea  ehoeea  aa  total  dee  ngnes.'*  *■  Thb  algebraio  formala  grap- 
pled the  mind  of  Hume ;  bnt,  though  it  hindered  the  progreaa 
of  his  inveatigation,  did  not  prevent  his  obtaining  glimpses  of 
the  truth.  We  find,  in  his  Essay  on  Honej,'*  many  sound 
and  original  views.  Loeke  had  nearly  the  same  impediments  in 
his  way  on  the  subject  of  prices.  So  simple  and  complete  does 
this  theory  of  prices  seem,  and  so  plausibly  has  the  idea  been 
preaentod  by  Monteaquieu,  and  many  others  sinee  his  day,  that 
we  fiod  it  cieaving  to  men's  minds,  in  whole  or  in  part,  from  that 
to  the  present  time. 

So  much  is  it  to  be  lamented,  when  men  of  that  stamp  lend 
their  intellect  and  popularity  to  the  propagation  of  error !  It  is 
in  vain  that  others,  less  distingnished,  point  out  errors  of  fact 
and  doctrine ;  their  works  are  forgotten,  while  those  of  such 
men  flourish  in  constant  vigor.  The  same  sophism  which,  a  cen- 
tury ago,  misled  the  readers  of  the  "Spirit  of  Laws,"  the  papers 
of  the  "Spectator,"  and  the  "Essays"  of  Hume  and  Locke  on 
money,  commits  the  same  mischiefs,  with  equal  success,  at  the 
present  time.  Harris,  in  an  "  Essay  upon  Money  and  Coins," 
published  only  a  few  years  after  the  "  Spirit  of  Laws,"  a  writer 
of  far  more  practical  knowledge  than  either  of  tiie  distinguished 
men  above  mentioned,  was  wholly  unable  to  surmount  the  theory 
of  Montesquieu,  and  adopts  it  broadly,  though  evidently  contra- 
dicted and  disproved  by  many  of  his  own  positions. 

But  this  fanciful  proposition  was  not  sent  to  the  world  without 
being  early  contradicted.  It  was  very  soon  severely  questioned 
and  overthrown  by  a  writer  upon  political  economy,  who  will  be 
hereafter,  as  we  trust,  better  appreciated  than  has  yet  been  his 
lot.  Sir  James  Stewart,  to  whom  we  refer,  sums  up  this  false 
theory,  as  he  found  it  in  various  authors,  thus:  — 

"First.  The  prices  of  commodities  arc  always  proportioned 


'  L'£.Hprit  du  Lois,  livro  xxii.  chap.  vii. 
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to  the  plenty  of  money  in  u  country.  So  tliat  the  augmentation 
of  wealth  even  fictitious,  8uch  as  paper,  affects  the  state  of  prices 
in  proportion  to  its  quantity. 

•*  Second.  The  coin  and  current  money  in  a  country  is  the 
representative  of  all  the  labor  and  commodities  of  it.  So  that, 
in  jyro port  ion  as  there  is  more  or  less  of  thin  rrj>resentation 
(money),  there  goes  a  grcat(^'r  or  less  quantity  of  the  thing 
represented  (commodities)  to  the  same  quantity  of  it.  Thence 
it  follows  — 

*'  Third.  Increase  commodities,  thejr  become  cheaper ;  in- 
crease money,  they  rise  in  their  value. 

"Nothinrr,"  he  says,  can  be  more  beautiful  than  these 
ideas.  But  upon  a  close  examination  of  these  three  propositions, 
I  am  forced  to  range  this  ingenioos  exposition  of  a  most  interest- 
ing subject  among  those  general  and  superficial  maxims  which 
never  fail  to  lead  to  error.** ' 

The  more  celebrated  political  economists  of  Great  Britain  who 
came  after  Stewart  entertained  theories,  on  the  sabject  of  prices, 
quite  at  variance  with  the  idea  of  an  adjustment  proportioned  to 
tiie  quantity  of  money.  Adam  Smith,  Lauderdale,  Malthas, 
Bicardo^  Torrcns,  and  M'Culloch,  has  each  his  own  theory, 
or  a  peculiar  mode  of  explaining  the  doctrines  of  others.  Of 
the  more  known  British  economists,  James  Mill  is  the  only  one 
who  has  fallen  into  the  errors  above  noted  ;  and  he  felt  himself 
obliged  to  add  an  explanation,  which  forcibly  exhibits  the  ab- 
surdity of  this  summary  method  of  adjusting  prices.  Unfortu- 
nately, however,  for  the  truth,  this  inclination  to  algebraic  pro- 
positions and  illustrations  clings  to  a  whole  class  of  political 
oeonomists — a  school  of  philosophers  mnoh  more  bent  tnLfouTud- 
ing  a  ieienee,  than  on  studying  hnman  nature,  human  institu- 
tions, or  hnnnn  happiness. 

But  the  prevalent  belief  in  the  theory  of  Montesquieu  was  not 
the  only  ground  for  the  common  error  on  the  subject  of  the  rela- 
tion between  money  and  prices.  It  is  taken  for  granted  too 
generally,  that  prices  are  the  naming  of  so  many  pieoes  of 

'  rnquiij  into  the  Frioeiples  of  P^liial  Ssenony,  book  2,  obap^  sxfiU. 
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money,  coins,  or  parts  of  coins ;  that  the  naming  of  a  price  is 
an  occurrence  always  connected  "with  a  sale ;  that  the  seller  is 
present  with  a  commodity,  and  the  buyer  with  the  coins,  and  the 
question  to  be  settled  between  them  is  how  many  of  the  coins 
are  to  go  for  the  commodity  ;  that  a  virtual  barter  is  thus  insti- 
tuted of  gold  or  silver,  in  the  shape  of  coins,  for  some  other 
commodity ;  and  that  the  prices  of  commodities  are  the  number 
of  coins  which  arc  asked  for  a  certain  portion  of  each  article. 
If  this  were  the  case,  it  would  very  probably  come  to  pass  that 
a  relation  or  proportion  would  arise  between  the  qnnntity  of 
commodities  and  the  quantity  of  coins,  more  or  less  definite. 
Bnt  as  any  approximation  to  such  a  mode  of  dealing  only  exists 
stnong  unciviliicd  people ;  as  every  commodity  is  subject  to 
fluctuations  of  price,  depending  upon  causes  and  inflnonres  pecu- 
liar to  itself;  and  a«  commodities  in  general  are  subject  to 
changes  in  price,  from  causes  in  no  respect  connected  with  the 
quantity  of  money,  there  is  no  close  nor  invariable  connection 
between  prices  and  tlie  (|t]antify  of  coins.  It  is  a  great  mistake 
to  suppose  that  prices  arc  chiefly  made,  discussed  and  settled  in 
the  cases  of  actual  purchases.  Prices  are  named,  expressed  and 
discussed  a  hundred-fold  more  than  actual  sales  take  place. 
They  are  the  subject  of  a  vast  deal  of  conver^ation  and  con- 
ference, when  no  sale  is  contemplated.  There  is  scarcely  any 
topic  among  circles  of  business  men,  from  the  lowest  range  of 
the  retail  dealing  to  the  largest  transactions  of  trade,  more  dis- 
cussed than  prices,  apart  from  any  contrftcts  or  sales.  What- 
ever influence  the  quantity  of  money  in  a  country  may  hare  on 
prices,  it  is  far  less  in  the  thoughts  of  those  who  fix  prices,  and 
far  less  influential  than  those  causes  which  operate  directlj  on 
the  article  of  which  the  prioe  is  to  W  fixed* 

Whilst  the  quantity  of  monej  in  a  eoimtrj  may  be  one  of  the 
IMMt  general  causes  operating  on  prices,  heeausc  it  must  operate 
over  the  whole  nuige  of  commodities,  it  is  one  of  the  least  influ- 
ential, one  wboee  eieets  are  the  Most  diffieult  to  deteet  and 
point  out. 

In  civilmed  eonmmitiet,  where  the  eredit  system  is  in  active 
oporatiMiy  fsaoral  prises  m  aainl j  gommtd  ^  those  whieh 
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prenil  in  large  tranafteturoa.  For  witb  aU  ibe  mipliflatioii  of 
tnflpeiujea  which  bear  vpon  them,  the  actual  pricct  fixed  in  the 
wholesale  operattons,  which  always  precede  the  leaaer  move- 
mente  of  retail,  miut  control  the  latter.  The  retail  dealer  miut 
he  govomed,  in  hie  selling  prices,  by  his  purchasing  prices. 
Xhe  prices  made  by  the  larger  transactions  of  trade  become 
more  extensively  known,  and  thne  exert  a  controlling  influence. 
We  have  seen  that  the  larger  transactions  of  trade  are  almost 
exclusively  carried  on  by  means  of  credit ;  that  is,  the  purchases 
and  sales  are  made  upon  credit ;  the  dealers  purchase  with  their 
own  paper  upon  time  ;  they  sell,  and  take  the  paper  of  others 
upon  time  ;  tlu;  payments  accruing  on  this  paper  are,  on  both 
sides,  adjusted  through  the  hanks,  without  any  use  of  money  or 
coins.  Money,  in  these  cases,  lias  nothing  to  do  with  the  prices, 
and  nothing  to  do  with  the  payments.  The  parties  to  this  trade 
have  very  little  occasion  to  tliink  of  the  precious  metals  in  any 
connection  with  their  business,  and  perhaps  not  at  all,  unless  a 
run  upon  the  banks  diminishes  their  usual  facilities  of  adjost- 
ment. 

In  the  large  department  of  trade  which  is  called  wholesale, 
the  quantity  of  money  in  a  country  has  nothing  to  do  with 
prices  ;  it  is  not  thouf^ht  of ;  the  parties  are  not  dependent  upon 
any  considerations  of  that  kind.  The  condition  of  the  banks,  or 
dealers  in  credit,  is  considered,  but  not  the  plenty  or  scarcity 
of  money  in  the  country.  This  view  of  the  subject,  when  fully 
apprehended,  disposes  very  effectually  of  the  position  taken  by 
Montesquieu,  and  those  who  have  embraced  his  views. 

The  per-sons  who  adopted  these  views  always  believed  that 
prices  were  expressed  in  coins,  and  that  naming  a  price  waa 
equivalent  to  holding  up  coins  which  would  pay  that  price.  "We 
have  seen,  in  the  chapter  on  money  of  account,  that  this  is  not 
so ;  that,  in  civilized  communities,  prices  are  always  expressed 
in  the  prevailing  money  of  account;  and  that  this  is  an  invaria- 
ble and  unavoidable  mental  habit  among  a  people  conversant 
with  the  simplest  rules  of  arithmetic.  Such  a  people  not  only 
invariably  form  a  money  of  account,  by  which  they  express  all 
prioe%  but  thflj  eaixy  in  their  minda,  with  e^ual  facilityy  the 
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q^uaathieft  denoted  by  a  great  number  of  weights  and  meaeoree; 

U  tons,  pounds,  ounces,  gallons,  yards,  feet,  inches,  acres,  »nd 
miles ;  and  they  understand  each  other  perfectly,  in  the  ose  of 
these  terms,  although  no  mode  of  verification  is  at  hand.  As, 
when  persons  speak  of  pounds  and  ounces,  they  mean  ascertained 
and  understood  quantities,  and  not  pound  or  ounce  weights 
merely :  eo,  when  they  speak  of  francs,  or  shillings,  or  dollars, 
they  mean  ascertained  and  understood  values,  and  not  merely 
the  material  coin  bearing  those  names.  They  express  them- 
selves as  men  did  in  England  before  the  sovereign  was  intro- 
duced, when  they  spoke  of  pounds  sterling.  There  was  no  such 
coin  as  a  pound  sterling ;  and  yet  they  understood  one  another 
as  well  as  men  do  now,  when  they  speak  of  sovereigns.  In  our 
colonial  times,  prices  were  all  expressed  in  the  diflfereut  colonial 
moneys  of  account ;  that  is,  in  pounds,  shillings  and  pence,  as 
these  terms  were  understood  in  the  different  colonies.  There 
were  no  coins  corresponding  to  these  moneys  of  account,  and 
there  never  had  been.  Yet  there  >vas  no  difficulty  in  expressing 
prices  in  moneys  of  account ;  and  in  the  Interior  of  Virginia  and 
Massachusetts,  the  people  cling,  even  now,  to  these  old  modes 
of  expressing  prices.  This  mode  of  naming  prices,  which  is  uni- 
versal in  civilized  nations,  also  effectually  disposes  of  the  notion 
of  Montesquieu.  Prices  are  absolutely  independent  of  coins, 
both  for  expression  and  payment.  Coins  arc  thus  reduced  to 
their  true  place  of  a  commodity,  bearing  the  stamp  of  the  govern- 
ment as  to  quantity  and  quality  —  a  commodity,  also,  which  the 
law  makes  the  standard  of  payment,  where  parties  cannot  agree 
upon  any  other  mode.  There  is,  then,  so  little  occasion  to  think 
of  or  refer  to  coins  in  the  matter  of  prices,  that  when  there  is  no 
disturbance  in  the  banking  or  credit  system,  there  is  no  element 
of  prices  which  exercises  less  iniiuence  than  the  quantity  of 
inoney. 

.  The  idea,  however,  that  the  quantity  of  money  and  prices 
have  some  necessary  and  precise  relation  has  prevailed  so  exten- 
sively, and  still  occupies  so  many  minds,  that  we  shall  not  leave 
the  subject  without  reference  to  the  positions  taken  by  some  of 
thom.   We  cannot  but  think  that  the  best  refotation  of  some  of 
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these  doctrines  is  to  give  the  reader  a  few  specimens.  Tlieir 
absurdity  becomes  more  glaring,  the  closer  they  stand  in  array. 

"When,"  says  Lauderdale,  "we  express  the  value  of  any 
commodity,  it  may  vary  at  one  period  from  what  it  is  at  another^ 
in  consequence  of  eight  different  contingencies:  — 

"  First.  It  would  be  subject  to  an  increase  of  its  valae^  from. 
a  diminution  of  its  quantity. 

"  Second.  To  a  diminiition  of  its  value,  from  an  angmentatioii 
of  its  quantity. 

"  Third.  It  might  suffer  an  augmentation  in  its  Talue,  from 
the  circumstance  of  an  increased  demand. 

"fourth.  Its  Taloe  might  be  diminished,  bj  a  failure  of 
demand. 

When,  in  common  langnag^,  therefore,  we  express  the  yalue 
ef  any  commodity,  it  may  vary  at  one  period  from  what  it  is  at 
another,"  not  only  for  tbe  four  reasons  just  mentioned,  but  for 
four  corresponding  reasons,  "in  relation  to  the  commodity 
adopted  as  a  measure  of  value:"  that  is:  — 

"  Fifth.  The  commodity,  numey,  will  be  iacreaaed  in  value  if 
the  quantity  is  diminished. 

"  Sixth.  It  will  be  diminished  in  value  if  increased  in  quantity. 

**  Seventh.  It  may  be  augmented  in  value  by  an  increased 
demand.  Or, 

;  **fiighth.  Diminished  in  value  by  fiulure  of  demand:  and 
prices  may  be  affected  accordingly. 

.  .  «  **It  fbUows  that  tbe  variation  of  all  value  must  de* 
pend  upon  the  alteration  of  the  proportion  betwixt  the  demand 
fiir,  and  the  quantity  of,  the  commodity,  occasioned  by  the 
oeeanenee  of  one  of  the  fiur  eireumttancet  above  stated ;  and 
that  a  variation  in  the  expression  of  value  may  be  occasioned  by 
the  oecnnence  of  any  of  the  e^ht  eirettnuiemee$  we  have 
illnded  to.'" 

.  •  .  .  In  every  iostaace  of  bargain  and  salev'*  says  Mai- 
thus,  it  will  be  perfectly  correct  to  say,  that  the  prices  of 
commodities  will  depend  upon  the  relation  of  the  demand  to  the 

>  Lsttderdsle  on  FaUio  Wisalth,  ebap.  L  pp.  12^  69. 
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supply ;  or  will  vary  as  the  demand  (that  is,  the  money  ready 
to  be  (tffered)  directly,  and  the  supply  inversely."  And  again: 
*'  Tn  reality,  prices  are  determined  bj  the  demand  in  poue^  com- 
pared with  the  supply  tn  esae."^ 

Col.  Torrens  resolvds  the  whole  question  of  prices  into  one  of 
effectual  demand;  yet,  in  the  course  of  an  elaborate  explana- 
tion, he  uses  the  following  langnage,  which,  bj  itself^  woald  rank 
him  as  a  believer  in  the  theory  of  Montesquieu :  — 

"  In  all  ordinary  states  of  the  market,  prices  will  be  deter- 
nuned  by  the  proportion  which  exists  between  the  quantitj  of 
commodities  to  be  circulated  and  the  amount  of  the  eunrency 
with  which  their  ciroiiktioii  is  effected ;  and  to  occasion  a  gene* 
ral  fall  or  rise  of  prices,  the  quantity  of  commodities  must  in^ 
crease  or  diminish,  while  the  amount  of  the  oorrenej  remains 
the  same,  or  the  amount  of  the  currency  mhst  increase  or  dimi* 
nish,  while  the  quantity  of  commodities  remains  the  same."' 

The  cogt  of  production  is  the  guiding  star  of  Bicardo  and 
M'Culloch,  the  only  clue  on  this  mazj  subject  of  prices.  "  If 
the  cost  of  production  be  diminished,  prioe  will  be  equidly  dimi* 
Dished,  though  the  demand  should  be  increased  to  any  oonsider- 
aUe  extent.  If  the  cost  of  production  be  increased,  price  will 
be  equally  increased,  though  the  demand  should  sink  to  the 
lowest  possible  limit. 

When  such  men  mistake  the  boundaries  of  a  subject  in  which 
they  profess  to  be,  and  are  deemed,  specially  skilled,  the  cur- 
sory reader  should  be  on  his  guard.  No  department  of  political 
economy,  and  least  of  all  that  of  prices,  can  be  disposed  of  in* 
this  eff'hand  mode.  Although  Malthus  indolgee  in  it  with  the 
others,  he  was  able  sometimes  to  perceive  its  inappropriateness. 
-  Mr.  Malthus  had  previously,  in  the  first  paragraph  of  tlie 
Introduetion  to  his  Political  Economy,"  giTon  his  readers  the 
following  eaotion,  ihan  whleh  nothing  more  wise  is  to  be  found 
'  many  work  en  tl»teulgeet:--<'Tet  we  ilieM  fall  into  serieoe 

^  Principles  of  Political  Ecooomj,  chap.  iL  (  2. 
*  Essay  on  Wealth,  page  419. 

"  Principles  of  Pditieal  loonomj,  by  KHMUoch,  part  iL  ehap.  iL  pp. 
m,  83S,  edite  of  1849. 


Digitized  by  Googic 


r&IOBS^ALOIB&AIO  VORKULA.  547 

error,  if  wc  were  to  suppose  tbat  anj  projKMitioiiB,  the  praotical 
result  of  which  depends  upon  the  agency  of  flo  variable  <a  being 
as  man,  and  the  qualities  of  so  yariable  a  compound  as  thetoil^. 
can  ever  admit  of  ihe  same  kind  of  proofi^or  lead  to  the  same  • 
eertain  oondosions  as  those  which  relate  to  figure  or  number." 
»  *'Bnt  even  these  (the  great  gmeral  principles  of  poUtieal 
economy)  will  be  found  to  resemble,  in  most  particulars,  thtf 
great  general  rules  in  morals  and  politics  founded  on  the  known' 
passions  and  propensities  of  human  nature :  and  whether  we  ad-, 
vert  to  the  qualities  of  men,  or  of  the  earth  he  is  destined  t& 
cultivate,  we  shall  be  compelled  to  acknowledge  thftt  the  science 
of  political  economy  bears  s  nearer  resemblance  to  the  science 
of  itaorals  and  politics,  than  to  that  of  mathematics.*'  ^ 

It  is  because  this  mode  of  thinking,  and  this  form  of  ezpres* 
sion,  has  a  specially  misleading  tendency,  that  we  bring  them 
thus  prominently  and  fully  before  the  reader :  it  should  not  re* 
quhre  much  reflection  to  conclude  that  current  prices  are  not 
the  subject  of  algebraic  formulas.  Almost  all  that  regards  prices 
must  be  deduced  from  careful  observation :  from  oareful  com- 
parison  of  the  present  with  the  past;  and,  after  all,  approxima^ 
tions  may  be  all  that  is  attainable.  It  is  less  in  our  power  to 
reach  arithmetical  certainty  in  regard  to  fluctuation  of  prices  in 
genera],  than  it  is  for  individuals  to  reach  it  in  their  own  busi- 
ness.  A  wide  and  irreconcilable  difleronce  of  opioion  has  long 


*  See  fdso  |>.  134,  ebap.  IL  1 7 ;  Gamier  de  la  Monnaie,  torn.  i.  f>.  SO  ^ 

Say  n  Political  Economy,  p.  295,  6th  American  editioD. 

Thirt  positive  and  arithmeUcal  mode  of  expression,  to  which  Malthus 
objects,  prevailed  cxtensirely  among  the  political  economist*  on  tho  djiiti-* 
mnt,  OS  well  as  in  Great  Britain ;  and  examples  might  be  cited  at  once 
earioas  and  iastruotive.  Its  misleading  tendencies  were  stronglj  denounced 
by  Giq|a,>  who  losea  no  opportnnity,  in  his  elaborate  work,  of  pUeing 
bis  COBdeamatioil  opoa  such  opinions.  One  of  the  most  flagrant  instances 
we  have  met  with  occurs  in  "  Principes  d'Economie  Politique,  par  N.  F. 
Cnnnrd,"  crowned  by  the  French  Institute  in  the  year  1801,  in  which  the 
■whole  subject  of  prices  ig  adjusted  and  settled  by  tho  most  elaborate  alge- 
braic propositions,  worked  out  at  length,  and  the  results  given.   See  pages 


*  NaovD  ProfpettoMb  Betanss  leoaesiSahs^  tsL  &  p»  ISA, 
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prevailed  between  writers  ujkni  political  economy,  on  the  subject 
of  prices.    No  real  progress  was  made  towards  a  proper  treat- 

28  to  61,  and  161  to  165.  Wo  shall  endearor  to  abridge  the^  problem  at 
•     pago  28.  • 

"  The  sellers  and  porohosers  haTiog  met  in  market,  there  will  of  eourao 
be  a  difference  between  the  price  asked  and  the  price  offered.  This  differ* 
ence,  from  the  highest  to  the  lovrest  price,  will  form  a  range  within  which 
the  struggle  between  the  sellers  and  purchasers  must  take  place.  The  first 
will  avail  themseWes  of  ^11  their  advantages  — that  is,  of  the  wants  and  the 
Oompotitioii  of  tiio  parohMon— and  Hie  purcfatoow  will  pnAt,  on  tMir 
par^liftlM  wants  of  oelknaaddieirooinpotlilon;  andoaoiipartjrwitttfylo 
bring  the  otlior  to  that  point  in  the  range  of  roost  advantage  to  tbonoelvoi* 

"This  belnc  fixod,  lot  R  thftt  range,  x  that  part  of  the  rnngo  which 
sellers  wish  to  ndd  to  th'/  lowcnt  price :  Ji — x  will  be  the  portion  which 
purchasers  wish  to  deduct.  Let  F  bo  the  wanta  of  purchasers,  C  their  com- 
petition ;  p  the  wants  of  leUon,  e  tb^  competition. 
.  *'Itisolenrtbai«boportioaflvof  tho  mgo  paid  bj  poNliaMn,  wiU  in- 
crease in  proportion  to  their  wants  and  their  oompetition :  x  will  than  bo 
at  the  compound  rate  of  /'and  C,  or  will  increase  m  P  C :  for  the  some 
reason,  the  other  part,  7i — x  will  increase  aspc:  thia  wiil  give  the  propor- 
tion, X  '.  PC  Ih  —  X  :  pc,  which  gives  the  equation, jxrx  PC{R — «). 
In  Iftia  oqoatiott,  tho  qoantitj  jtc,  tbo  wania  and  tbo  oompetition  of  the 
aaUora,  gifoa  tbo  power  of  tbs  powhaaoti;  and  tbo  quantity  i*C  tbo  waala 
and  oompotition  of  the  purchasers,  gives  the  power  of  the  aoUof .  So  tbe 
power  of  tho  purchasers  multiplied  by  that  portion  of  the  range  which  the 
sellers  make  them  pay,  i?  equal  to  the  power  of  the  sellers  multiplied  by 
the  other  portion  of  the  range  which  tho  purchasers  throw  bock  upon 
them. 

'*  This  equaUon,  wbleh  I  aball  aall  tbo  agvafsMs  of  dtl§mmatim,  agptaaaaa 

Ibo  oqtiality  of  eacJi  momtnium  of  the  two  opposed  potters,  which  nndw 
tbo  oqoilibrium.  U  is  to  the  principle  of  the  equilibrium  of  these  two 
powers  that  belongs  the  whole  theory  of  political  economy ;  m  it  is  to  the 
principle  of  the  equilibrium  of  the  lever  lhai  belongs  all  the  tbeocj  of 
mechanic?. 

PC 

"From  this  equation  it  follows,  x  ~  —  IL    If  we  makepr  —  0, 

we  hare  z  ~  /?;  that  is,  if  the  competition  of  sellers  is  nothing,  or  if  their 
necessity  of  selling  is  the  smalieit  possible,  the  purchasers  will  pay  all  the 
range.  If,  on  the  contrary,  we  make  P  C  —  0,  we  have  x  —  0 ;  that  is 
to  aaj,  if  tbe  oompetitian  or  nooaaaitiBa  of  parobaaera  ia  tiia  amaUaal 
poaiibla^  tbojr  will  pi^T  ^  tbo  range:  bonoe  it  followa,  tbat  tbo  tango 
ia  tbe  difforanoB  between  the  higbiifit  and  lowest  prioo,  which  meana  be- 
tween the  oHnopolj  of  the  aallara  and  tbe  oppoaing  numopol/  of  tbo  par* 
obasors." 
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nent  of  tlie  subject,  until  the  appearance  of  Tooke's  History 
^  Friees.'* 


If  we  supposed  ftnrtlier  CM«pllA«fttiMt  ef  a^pbva&e  poUfieel  eoeww^ 
WW  mmtnmrj  to  ■■meH  tlM  veadtr,  im  auilifelttniili  other  epeofaMM 
fvoB  the  fuied  Beooaria,  or  the  Jeia  knows  Adasini  and  Sohmala.  li 

onanot,  however,  surely  be  necessary  to  prove  that  such  reasoning  is  inap- 
plicable to  the  eubject.  As  well  mi^ht  it  be  applied  to  the  operations  of 
the  affections  and  passions,  to  tli<'  efforts  of  the  intellect,  to  the  exertion  of 
bodily  streogtb,  and  to  (he  ehangi ag  forms  of  diaeeee.  M oralieta  might  tell 
» iiiat  leto  dimiaiehed  in  propoHiea  ta  tha  naani  of  the  dietiaeei ;  thai 
oar  afpalilee  were  etrangi  dicifltly  ao  the  deanad,  aad  iaronely  at  the  aap- 
ptyi  of  the  gratifioatione  desired ;  that  mental  efforts  would  be  powerfnl,  in 
exact  prnprirtion  to  the  culture  applied,  and  weak  in  exact  proportion  to 
the  ne^iect  of  culture;  that  bodily  strength  would  bo  manift-Kted  according 
to  the  length  and  breadth  of  the  muscle  exerted.  We  should  not  thus  have 
dwelt  upon  4Ua  hXMam  aaide  of  raoMalag*  bat  that  it  k  ooaitant|y 
repeated;  it  meets  at,  ia  thie  eoaatiy«  ia  aearly  every  aaauaary  of  p<^it»* 
eal  eoonomy  which  has  appeared*  It  ie  repeated  incessantly  in  the  publie 
joiirnjils ;  and  some  of  the  sweeping  conclu^itiiis  wr^  have  nulleed  are  de- 
livered from  mouth  to  mouth,  tis  if  they  nu  m  iro  aiiiuitf.  d  cintradicttoQ 
than  that  two  and  two  make  four.  It  is  in  vain  they  are  refuted  and  lihown 
to  be  false,  or  deeeptire ;  the  diseaae  prevails,  and  the  remedy  ie  forgotten. 
The  IbUewiag  ie  from  a  popular  trsatise  pabliahed  ia  1837,  ia  New  York: 

**  Other  tbiagp,  thea,  being  equal  — 

"The  greater  the  supply,  the  less  the  exchangeable  value* 

"The  less  the  pupply,  the  greater  the  exohangeable  value. 

"The  greater  the  demand,  the  f-Tcxt'T  tin'  exchangeable  value. 

"  The  less  the  deraand,  the  less  the  exchangeable  value. 

''And,  in  general,  ooet  bung  fixed,  exehangeaUevalne  is  invereelyae  the 
eapply,  ead  diieeily  ee  the  demand 

"And  exebangeable  value  will  be  as  the  eoet  plae  the  eftet  predneed 
the  variation  in  supply  and  demand."  ' 

The  qualification  oi  o!fi^r  things  bfiag  equal  may  save  these  propopitions 
from  being  absolutely  false,  but  it  reduces  them  to  absurdity,  because  oifur 
tkingt  aever  eaa  be  equal,  while  every  Aimg  that  aiiMts  prices  is  eminently 
variable.  It  te  etraage  that  mea  of  ae^  mid  welMisoipliaed  miade  eaa 
deal  in  dogmas,  of  which  their  own  more  detailed  doctrineii  if  tefcea  ill 
their  proper  breadth,  furnish  ample  refutation.  In  1838,  a  treatme  wae 
published  in  Philadelphia,  in  which  wo  find  it  broadly  stated  that  — 

"  The  effect  on  prices  of  the  supply  of  money,  or  the  demand  for  it  be- 
eoming  greater  or  less,  is  to  cause  them  to  rise  or  fall  in  the  same  propor- 

*  Wsjlaad's  XIsbbdIs  of  PeUtisal  Keoaeaqrt  psfs  It. 
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Some  of  thmr  difciag  oplnioiis  hm  been  ezfaibited  m 
preceding  qnotetiotia.  From  Sir  James  Stewart,  hoirevBri  to 
M'Onlloch,  the  leacUng  anthon  advanoa  theorieiy  on  the  aobjaet 
of  prices,  wholly  at  wiaaoa  with  tho  abare.  dted  opinioBB  of 
Monteaqnieo,  Lociko  and  Home.  Whater er  ho  their  .want  of 
agreement  among  themBehes,  or  of  indiYidoal  oOnsiBtenejr,  thej 
generally  admit  that  money  or  bullion  is  subject  to  similar  varia- 
tions in  price  with  other  artides  of  commerce,  under  the  in- 
fluence of  tho  same  causes.  Adam  South  says : — "  The  oosa^ 
sional  BuctuatMiis  in  the  maxket  price  of  gold  and  silTor  arise 
from  the  same  causes  as  the  like  fluctuations  in  that  of  all  other 
eommoditicB."*  If  this  be  correct,  the  price  of  these  metals 
cannot  be  adjusted  upon  the  single  dement  of  thoir  quantity. 

Bren  Harris'  and  James  Mill,  who  maintain  that  the  Yalaa 
of  money  is  regulated  by  its  quantity,  advance  opintom  <{uite 
inconsistent  with  this  notion.  The  former,  in  his  first  chapter, 
dearly  recognizes  the  influence  of  labor,  slill,  &c.,  and  of 
supply  and  demand,  in  determining  prices.  The  latter  thus 
sums  up  an  elaborate  argument  on  this  topic: — "It  thus 
appears,  by  the  dearest  orideiiM^  that  the  quantity  of  bber^ 
in  the  last  resort,  determines  the  proportion  In  which  com- 
modities ezdiange  for  one  another."*  The  quantity  of  labor 
expended,  the  cost  of  producd(m,  the  operation  of  supply  and 
demand,  with  various  modifications,  explanations  and  additions, 
are  the  elements  which  nearly  all  the  celebrated  writers  upon 

iiPfi.   So  long  aa  the  necessities  and  desires  of  m&a  remain  uiiiikef6d»  wiU 

the  money  cu  iuaUtf  circtilaiiiuj  1^  applied  to  the  procuriug  of  the  very  samo 
corauiodities.  If  the  circulatinj;  nimlium  be  doubled,  the  price  of  erery 
thing  will  be  doubled;  and  the  like,  in  wbaterer  other  ratio  that  medium 
may  be  supposed  to  bare  increased^  or  ia  wbafcevor  ratio  it  be  supposed  to 
diMiDMbed."* 

Thorn  doetoiM  is  nearly  idaoliod  witii  fliat  of  Lodie,  MooteiqQiMi  and 
Homt ;  and  shoir%  eondnrirelj  enough,  the  inflaenoe  ef  IUm  toaefain^ 

when  -wielded  by  men  of  such  leptttataon  aod  power. 

•  M'Callocb's  edit.  p.  21. 

'  Principles  of  Political  Eoooomy,  by  II.  Yeihake,  LL.D.,  p.  47. 
•XlMOMatt  of  PoliliMl  floenomy,  by  JaoMS  Miil,  p.  74;  eee mIm p. «k 
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poUtieal  eooiumiy,  irho  Iwre'taadiefl  the  snljeol  of  prices,  liaTe 
wd  to  detomine  the  valao  of  the  preobos  metale,  snd  to 
Mcoont  for  iheb  flnetoatioiis.  The  quantity  Is,  of  course,  one 
of  these  elementSi  and  is  alloirad  iDero  or  lees  inftnenee  in  these 
various  theories;  hot  fov  attrihate  to  it  an  ezclnsiTe,  or  OTon 
prevalent  oootroL 

The  Marquis  Gamier,^  a  disciple  of  Adam  Smith,  argues  that 
DO  addition  to  the  quantity  of  money  can  make  any  difference 
in  its  Taltt^  if  it  ve<pnred  the  same  proportion  of  lahor  to  pro- 
duce it :  that  if  new  mines  he  found,  vhich  yield  a  greatly  in- 
oreasod  quantity  of  the  precious  metals,  even  with  a  lees  propor- 
tion of  lahor,  the  Taluo  will  not  he  rednoed,  unless  the  increased 
quantity  satisfies  the  demands  of  commerce^  so  as  to  sare  the 
necessity  of  working  the  old  mines,  the  valim  heing  fixed  hy  the 
labor  required  to  produce  the  metals  at  the  poorest  mines :  that 
there  cannot,  in  regard  to  the  predoos  metals,  he  either  scarcity 
or  ahundaace,  which  are  predicahle  only  of  commodities  subject  to 
be  Tstied  in  thdr  supply  by  causes  beyond  Ae  control  of  man, 
such  as  the  uncertainty  of  the  seasons,  or  perishable  goods,  such 
as  raast  be  lost  or  sold  for  what  they  wHl  bring  :  that,  besides 
these,  the  only  exceptions  to  the  rule,  that  the  quantity  of  an 
object  of  exchange  has  no  influence  upon  its  price,  are  the  monu- 
ments of  antiquity,  or  curiosities  of  natural  history,  sought  by  - 
rich  amateurs,  and  of  which  the  rarity  constitutes  nearly  all  the 
price.  A  revolution  in  the  value  of  gold  and  silver  cannot, 
then,"  he  concludes,  "occur  hut  in  one  way  —  by  tlic  discovery 
of  new  mines  sufficiently  fiLutful  to  satisfy  the  Avholc  demand, 
and  to  furnish  to  the  consumptiun  all  it  can  absorb,  upon  terms 
more  advantageous  tlian  before ;  that  is,  for  less  proportional 
labor  than  liad,  till  then,  been  required  in  all  the  known  mines." 

As  the  Marquis  Garnier  occupies  a  high  position  among 
political  economists,  we  ofl'er  Iiere  his  views  upon  the  influx  of 
the  precious  metals  consequent  upon  the  discovery  of  the  Ame- 
rican mines :  — 

"  The  gold  and  silver  of  America,  obtained  with  an  amount 


Hi^toiro  de  Mouiaie,  vol.  i.  chap,  iv,  p.  47. 
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of  labor  fire  or  six  tfanes  less  tliaii  tiuit  Utbflrto  required  to  pm-' 

duce  them,  and  collected  in  saeh  qnantitleB  as  to  satisfy  tks 
demand  of  all  consttmers,  have  cheapened  ill*  old  gold  and  sil- 
ver of  Europe,  and  other  parts  of  the  world,  and  brought  ibem 

to  the  level  of  the  new  product.    .    .  . 

This  gold  and  silver,  obtained  so  cheaply  from  countries  till 
then  unknown,  have  attracted,  by  their  low  price,  millions  of 
consumcre,  who,  but  for  this  circumstance,  had  never  thought  of 
possessing  tlicm.    The  sphere  of  their  consumption  is  prodi-  • 
giously  increased,  and  to  fill  it  a  corresponding  quantity  of  gold 
and  silver  is  required.    After  th'iri  revolution,  no  further  super- 
abundance has  resulted  in  their  production  ;  they  have  taken,  in 
the  scale  of  values,  the  new  jdace  assigned  them  by  the  nature 
of  the  mines  of  which  they  are  the  product.    This  eliango  took 
place  in  the  first  century  after  the  discovery  of  these  mines. 
The  gold  and  silver  of  Mexico  and  Peru  had  not  been  sold  more 
than  fifty  years  in  the  markets  of  Europe  and  Asia,  before  thi:* 
revolution  in  their  value  had  been  entirely  accomplished.   Since  . 
that  epoch  two  centuries  and  a  half  have  elapsed,  during  which 
time  there  have  been  imported  into  the  old  world  more  than 
$.3,613,000,000  {trente  milliardis  de  francs) ;  this  vaet  importa- 
tion has  had,  upon  the  price  of  the  precious  metals,  no  in- 
fluence. 

*'  In  the  sixteenth  century,  a  half-mark  of  silver  exchanged, 
in  an  average  year,  for  a  aetier  of  wheat,  Paris  measure.  At 
the  present  time  (1819),  the  same  tetier^  at  the  mean  price  of 
twenty  years,  will  not  bring  certainly  a  greater  quantity  of 
silver.  The  prices  of  grain,  as  preserved  in  this  country  and  in 
England,  show  in  the  mo>t  authentic  manner  that,  for  two  hun- 
dred and  fifty  years,  two  gros  of  fine  gold,  or  thirty  gros  of  fine 
silver,  have  been  the  average  price  of  a  measure  of  grain,  equal 
to  from  two  hundred  and  forty  to  two  hundred  and  fifty  livregy 
or  pounds.  Thus,  however  great,  during  that  time,  may  have 
been  the  product  of  these  mines,  the  whole  had  been  absorbed 
by  tiic  consumption,  in  which  it  is  proper  to  include  the  amount 
employed  in  commerce  with  China  and  the  Indies. 

The  quantity  produced  at  the  mines  i&  proportioned  to  the 
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demmds  of  tluB  coMiimption,  and  no  saperabniidaiioe  ooold 


Adam  Smith  aeems  to  been  exceedingly  pusled  nitk 
ihif  enbject,  tad  hie  perplexity  has  prodnoed  a  Haryeet  of  ooor 
fnnoii.  His  diffienlty  waa  undoabtedly  that  of  reeoaoiling  tbo 
faoti,  in  the  luatoiy  of  money,  with  hia  thoocy  making  labor  the 
standard  of  Talne«  *'The  qoantitj  of  labor/'  he  aays  (book 
i.  chapter  y.)  which  any  porttcnUur  qnaality  of  gold  or  silyer 
can  purchase,  or  the  qnantity  of  oAer  goods  irhick  it  will  e»> 
ehange  for,  depends  always  upon  the  fertility  or  banpeunesa  of 
the  mines  which  happen  to  he  known  about  the  time  when  sa^ 
efnhanges  are  made."  This  is  his  opinipii  In  chief.  In  a  long 
digression  placed  at  a  good  remore  from  the  aboye,  at  the  end 
of  the  eleventh  chapter,  the  sabject  of  the  flactoations  in  the 
yalae  of  the  precions  metals  is  treated  at  large.  And  here, 
compelled  by  the  prcssore  of  fisets,  he  seems  to  allow  someyaria- 
tion  from  hb  theory,  and  explicitly  states  that  if  the  demand  for 
silyer  "  should  increase,  while  at  the  same  time  the  supply  did 
not  increase  in  the  same  proportion,  the  value  would  gradually 
rise:"  that  if  tlic  contrary  happened,  silver  would  become 
cheaper ;  and  if  the  sujiply  and  demand  were  kept  equal,  its 
.value  would  remain  the  same.^  Again:  —  "But  the  supply  had, 
it  seems,  so  far  exceeded  the  deman-l,  that  the  value  of  that 
metal  (silver)  sunk  considerably."^  Labor,  it  J7iust  always  be 
remembered^  and  not  any  particular  commodity,  or  set  of  com- 
modities, is  the  real  measure  of  the  value,  both  of  silver  and  of 
all  other  commodities."  "  Corn  accordingly,  it  has  aheady  been 
observed,  is,  in  all  the  different  stages  of  wealth  and  improve- 
ment, a  more  accurate  measure  of  value  than  any  other  commo- 
dity, or  set  of  commodities.  In  all  these  different  stages,  there- 
fore, we  can  judge  better  of  the  real  value  of  silver  by  comparing 
it  with  corn,  than  by  comparing  it  with  any  other  commodity, 
or  set  of  ♦commodities."  Those  two  passages  stand  on  the  same 
page.^   He  is  of  opinion,  that  "  about  1636,  the  effect  of  the 

'  Marquis  Garmer,  Hittoira  fl«  MonnaiA,  torn.  i.  p.  55. 

'  M'Culloch'8  edit.  p.  81.  *  Ibid.  p.  68. 

•  M*GttlIooh's  edition  of  Smith,  pp.  86-88. 
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diBOomj  <»f  the  minef  4xf  Ameriot,  in  nduiBg  tlie  imivm  of  biT- 
Ter,  vas  oompletod ;  it  rather  inereMed  tluiii  cUnuiushed  in  raloe 
nft«  tbtt  periocL"  This  digrenum  in  the  eleventh  ehapter 
oontaina^  in  its  eonfiiaed  fomOf  neeiljr  every  ide*  ee  eleerly 
•tated  in  ihe  above  eztraet  from  Gamier. 

Gaaihl  qnotee  another  poBsage  from  Adam  Smith,  whiiA 
ooDtains  a  dilferent  opinion  firom  any  of  those  given  above.' 

When  pore  abundant  mines  are  diaeovered,  a  greater  quantity 
of  the  preoions  metals  is  brought  to  market;  and  the  quantity 
of  necessaries  and  eonvenienoes  of  life  for  whieh  they  mosi  be 
exohanged  being  the  same  as  before,  equal  quantities  of  the 
metals  most  be  exchanged  for  smaller  quantities  of  commoditlfis. 
So  far,  therefore,  as  the  increase  of  the  quantity  of  the  preoions 
metals  in  any  country  arises  from  the  increased  abnndaaee  of 
the  mines,  ii  is  tuemariljf  oonneoted  with  some  diminution  of 
their  value."'  This  passage  is  regarded  by  Ganihl  as  support* 
ing  a  doctrine  similar  to  that  of  Montesquieu ;  and  he  goes  into 
a  refutation  more  elaborate  than  that  of  Oaruier.  He  esti- 
mates the  irhole  stock  of  the  precious  metals,  when  the  supply 
from  the  American  mines  oonmeneed,  at  n  milliard  of  francs 
($187,000,000),  and  the  annual  supply  for  three  centuries  at 
120,000,000  of  francs  ($22,452,000),  which  has  increased  the 
mass  to  35  milliards.  This  sum,  after  making  every  possible 
>  allowance  for  plate,  for  export  to  the  Indies,  &c.,  would  stiU 
•  leave  20  milliards  ($3,742,000,000),  or  an  increase  of  twenty-fold 
as  the  then  (1820)  circulation  of  Europe.  **If  the  doctrine  of 
A.  Smith  was  well  founded,"  he  proceeds,  "it  would  follow  that, 
gold  and  silver  have  been  augmented  to  twenty  times  the 
qaatititj  which  existed  at  the  discovery  of  the  American  mines, 
their  value  uuist  bo  diminished  twenty  times ;  so  that  what  cost 
one  franc  tVicn,  would  cost  twenty  francs  now.  In  fact,  how- 
ever, thouixli  some  agricultural  products  have  increased  in  price 
three  or  Ibui  -fold,  nearly  every  thing  else,  and  especially  the 
pruducu  of  industry,  have  rather  fallen  than  risen  in  price.'* 

I  Theorie  de  rEconomie  Politique,  tom.  Si.  p.  368. 
■  M'OuUooh's  edition,  p.  86. 
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7o  diipioTo  ^his  dottrine^  Gwuhl  reiki  fiuilier  ]ipoii  ihe  f aet 
that  the  importetioQ  cf  Bilm  from  Aaierioa  to  Biu^pe  had  been 
in  the  proportion  of  from  22  to  29  to  1  of  gold  (by  Unmboldt 
eituMted  a*  45  to  1) ;  "  whenee  it  foUowa,  let  the  proportkm  of 
*  the  amonnt  hrooght  frooi  the  minea  heaa  lto22,or29,  or4S^ 
it  Ins  not  had  n  eorreapending  inflnenee  upon  the  vaine  in  oir* 
oalation,  for  that  Btanda  at  1  to  15^ ;  a  new  proof  that  the.  Taloe 
of  gold  and  silver,  considered  as  prodnots  preferred,  depends 
not  upon  their  abundance  or  scarcity,  bat  is  subject  to  differtot 
laws." 

For  more  than  a  oenturj,"  proeeeds  Ganibl,  the  mines  of 
America  have  poured  into  Europe  the  annual  sum  of  120,000,000 
to  140,000,000  of  francs,  without  the  smallest  diminution  of 
their  value ;  and  what  is  more  to  the  point,  nearly  every  country 
in  Europe  has  devised  a  variety  of  substitutes,  more  or  less  in- 
genious, to  save  the  use  of  gold  and  silver  as  money,  which  is 
equivalent  to  an  increase  of  the  quantity.  It  is  impossible  to 
tell  the  extent  to  which  this  process  has  been  carried ;  but  it  is 
quite  certain  that  this  increase  of  money  and  its  substitutes  has 
.  not,  according  to  the  opinion  of  Adam  Smith,  experienced  any 
diniinutiun  oi  its  value.  It  is,  then,  evident  that  abuudance 
has  no  iniliience  upon  their  vuhie."'* 

"We  have  not  space  for  a  more  extended  exuuuuution  of  this 
subject.  The  main  taets  in  the  case  are  vindeuiahle,  however 
some  may  quality,  attempt  to  explain  tliem  away,  or  avoid  the 
legitimate  conclusions :  and  these  are,  that  the  depreciation  of 
the  preciuuij  metals,  since  the  discovery  ot"  the  American  mines, 
has  by  no  means  corresponded  with  the  increase  of  quantity, 
and,  by  consequence,  that  the  general  rise  in  prices  of  other 
commodities  docs  not  correspond  witii  tiiis  increase.  Our  object 
is  not  to  ascertain  thd  exact  increase  in  the  amount  of  the  pre- 
cious metals,  nor  tlie  precise  influence  which  this  increase  had 
upon  the  prices  of  commodities  in  general,  but  merely  to  exhibit 

*  Tom.  ii.  p.  371. 

'Ibid.  torn.  li.  p.  372.  Oanibl  proceeds  with  his  arp;ument  nt  great 
length,  and  addoew  maoj  other  eoneideratioM  and  (ikcta  in  support  of  Ue 
ponuoB. 
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tbe  fallacy  of  oondnuons  about  pneea  dimwa  tnm  ibe  4|«aatitj 
of  moiMj.  There  ean  be  no  doabt  tiiat  tbe  iaeniaae  of  tbe  pre* 
«iovf  metab  baa  » tesdencj  to  depreeiate  tbeir  value ;  bot  tbe 
biatoiy  of  two  bundned  snd  fifty  years  of  a  eonftant  increase 
abomi  tbat  ihia  teadeiMj  baa  not,  daring  tbat  time,  entirely  pre-  ' 
Tailed  over  otber  influenoes  of  a  oontntry  tendency.  Tbe  motive 
of  aelf-intereet  leads  men,  by  all  the  means  which  skill  and  in* 
genuity  can  devlaey  to  metat  the  tendency  of  their  possessions  to 
depreciate ;  and  this  motive  exerts  its  meet  powerful  influence  in 
regard  to  money.  Hence  new  uses  will  be  found  for  it  when 
it  is  abundant,  new  avenues  of  commerce  will  be  opened,  new 
branches  of  industry  will  be  essayed,  until  increased  production 
finds  employment  for  the  increase  of  money.  If  money  be  in- 
creased, industry  and  trade  are  increased;  and  thus  the  ten- 
dency to  depreciation  is  met,  and  strongly  counteracted. 

If  the  law  which  is  supposed,  by  many,  to  govern  the  value 
of  the  precious  metals,  was  not,  as  we  liavc  stated  our  belief, 
subject  to  opposing  and  prevailing  tendencies,  gold  should  have 
increased  its  value,  as  compared  with  silver,  in  the  jn  oportion  of 
this  increase  in  the  unantity  of  silver ;  that  i.s,  lit'ty  times. 

Humboldt,  who  lias,  with  the  best  light.s,  bestowed  the  fullest 
atteiitlun  upon  this  subject,  estimates  .the  gold  derived  from  the 
American  mines,  from  their  discovery  down  to  the  year  1803,  at 
9,915,000  Castilian  marks;  and  tbat  of  silver  obtained,  in  the 
same  period,  at  oli2,700,UOO,  or  more  tiian  61  times  as  much 
silver  as  gold.' 

The  actual  annual  product  of  the  two  metals,  at  the  com- 
mencement of  the  nineteenth  century,  is  stated  by  the  same 
as  follows:  — 


This  exhibits  the  same  disparity  in  the  prodactioo,  at  that 
period,  of  50  to  1  in  favor  of  silver.  The  disproportion  is  not 
ao  great,  when  he  indndes  in  bis  estimate  all  tbe  known- mines 

'  iiuuiboldi:  K^sai  de  Nouvelle  Espa^ne,  vol.  ii.  p.  045;  an  estimate  at 
page  653  makes  it  40  to  1.  Bullion  Beport,  ISIO,  Appeodix  No.  27. 
>Ibid.p.633. 


Silver 
Gold.. 


ii,86O,840« 
75,217 
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of  the  world,  being  then  as  45  to  1.'  The  change,  ho^vever, 
which  took  place  between  the  relative  value  of  gold  and  silver, 
under  the  operation  of  Ihis  increased  disproportion  in  the  respec- 
tive quantities,  was  only  from  10  to  1,  as  it  existed  before  the 
discovery  of  the  American  mines,  to  about  16  to  1,  as  it  exists 
now.  The  whole  addition  to  the  stock  of  the  precious  metals  in 
Europe  made  between  1492  and  1803,  is  estimated  by  Hum- 
boldt at  $5,706,700,000,  or  more  than  thirty  times  the  quantity 
existing  at  the  date  first  mentioned,  as  stated  by  Jacob.^  This 
immense  sum  was  reduced,  of  course,  by  accident,  by  abrasion, 
by  manufacturing,  by  hoarding,  by  exportation  to  the  East 
Indies,  iind  in  other  ways,  so  that  the  atnount  was  greatly 
abridged.  If  this  reduction,  which  is  variously  estimated,  be 
taken  at  one-half,  it  left  the  stock,  at  the  beginning  of  the  pre- 
sent century,  about  fifteen  times  greater  in  Europe  than  that 
which  existed  at  the  beginning  of  tlic  IGth  century.  Jacob, 
after  much  research,  estimates  the  general  rise  in  prices  at  470 
per  cent.^  Others  have  carried  them  higher ;  but  a  slight  ex- 
amination of  the  proper  authorities  shows  that  it  is  only  in 
England,  France,  and  a  few  others  of  the  more  prosperous  com- 
mercial and  manufacturinix  countries  of  Europe,  thut  even  such 
a  rise  as  this  has  taken  place.  In  most  countries  of  Italy,  the 
enhancement  of  prices  is  not  considerable ;  and  perhaps,  on  the 
average,  no  advance  has  taken  place  there.  The  whole  depre- 
ciation of  the  precioas  metals  produced  by  this  increased  quan- 
tity does  not,  measured  by  the  rise  of  prices,  exceed  from  400  to 
500  per  cent.,  whilst  their  volume  has  swelled  to  1500  per  cent. 

Among  Tery  many  authorities  we  have  consulted  upon  this 
subject,  we -prefer  that  of  Arthur  Young,  so  long  and  favorably 
known  as  a  atatistioal  writer^  and  as  editor  of  the  "AnnaU  of 

>  Humboldt:  Esaai  de  Nourelle  Espagne,  ToL  ii.  pp.  634^  644. 

■  Precious  Metals,  vol.  ii.  chap.  xTiii.  p.  63. 

'  Ibid.  vol.  it.  chap.  xix.  p.  84.  Bishop  Fleetwood,  writing  at  the  begin- 
ning of  the  18th  Mntory,  estimates  prieee  to  have  risen  600  per  crat ;  but 
thows  thai  the  poand  eleritng  of  the  15th  eentiarj  oentained  as  much  eilver 
ae  two  poonde  of  bis  dny,  which  reduces  the  aotoal  adranet  of  prieee  to 
800  per  oent. — Ckroniem  lYeeionm,  p.  135. 
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Agriculture."  His  pursuits  and  inclinations,  his  high  character, 
and  his  habits  of  accuracy,  fitted  him  for  such  an  investigation. 
He  engaged  in  it  deliberately,  and  pursued  it  *vith  evcrj  advan- 
tage, and  ■witli  all  diligence;  and,  so  far  as  we  know,  his  con- 
clusions ur(>  imimpuaehed  and  unirapeacheable.  He  has,  proba- 
bly, reached  an  approximation,  wliere  certainty  was  unattainable, 
as  close  as  can  ever  be  accomplished. 

The  following  table  contains  a  summary  of  the  results  wrought 
out  by  the  elaborate  investigations  of  Mr.  Young.  For  the  sake 
of  clearness,  he  took  the  prices  of  the  year  1810  as  a  unit  or 
standard,  and  assuming  them  as  represented  by  the  number  20 ; 
the  prices  of  previous  periods  covered  by  the  table  are  repre- 
sented by  numbers  showing  the  proportions  of  those  prices  to 
the  number  20.^ 

'  Before  iosertiog  tbia  table,  we  place  Mr.  Young's  own  account  of  its 
origin,  and  the  labor  bestowed  upon  the  eol(|eeb  Anhvr  Yeeog'e  aerne  It 
fiunilier  to  those  who  are  aeqatinted  with  the  letlere  of  Ooaeral  WeihiBg^ 
ton,  with  whom  he  eomrMponded  for  a  long  period,  ebieflj  upoo  agricul- 
tural topicK. 

"On  going  into  the  country,  June,  1811,  I  entered  p:\rticularly  on  the 
subject,  and  examined  a  multitude  of  authorities,  from  which  I  extracted  a 
greai  Tariety  of  prices,  earefallj  r^erriug  to  every  aolbcrity,  quoting  the 
Tolame  and  page,  and  emabiiiing  them  with  ell  to  be  tomA  in  the  booke 
cited  by  Sir  George  Shackburgh,  as  well  as  with  tlie  detail,  more  aaaierone 
than  had  before  been  published,  given  by  Sir  Frederick  Eden,  in  his  '  State 
of  the  Poor,'  a  work  not  referred  to  by  Sir  George:  these  prices  I  reduced, 
with  much  labor,  to  the  standard  of  our  present  money.  The  inve9ti?;ation 
occupied  myself,  an  amanuensis,  and  an  accountant,  with  other  occasional 
iMiirtenee^  maeh  the  greater  part  of  ten  months,  and  si  no  ineoniideimble 
expense.  It  was  also  neeeaiary  to  form  tablee  of  popnlation,  taxes,  with  the 
imporCe  and  exports,  and  the  bank  eireolation  of  the  kingdom,  for  a  period 
of  abr>vp  one  hundred  years.  AH  these  documents  were  regularly  nrran-^ed 
in  a  manusL:ri[it  on  larije  paper,  extending  to  above  five  hundred  pages; 
and  in  order  to  gain,  fur  the  years  1810  and  1811,  the  prices  of  every  sort 
of  provision,  labor,  wool,  timber,  ooal,  and  the  year's  pnrohaee  at  wbioh 
land  sold,  I  deapatehed  n  mreolar  letter  to  many  reepeotable  eorrespondents 
throughout  England  and  Wales:  the  answeni  received  were  so  nameroae 
and  Bfttisfartory,  as  to  leave  little  to  wish  for.  The  present  publication  will 
give  a  general  idea  of  all  the  results;  and  I  do  not  venture  it  to  the  public 
eye,  without  premising  that  the  authorities  collected  are  preserved  for  the 
inspeetien  of  those  who  mi^  have  eoiiosity  enough  to  eonsolt  them :  if 
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Whmit  

Barley  and  OaU.  > 

WlMat,  Barley  and  Oats,  UDibid... 

ProTisionf^  „ 

Wheat  and  ProrMoBJi  

Corn  and  I'rovMonis  united  

YlctualliDg— Office  Beef  and  Pork.. 
Population  

TfcX^^fc— a^paeeeee  e***e««*««*« 
TrSdftM  •««  ■«•••      •  eee 

Taxiui  and  Trade,  united^.^ 

Labor  ,  

I^lor.  Corn  and  ProTialooa,  united. 

Itank  Circulation  

ArtiMuw. 
Wooi^mbinK.^. 
IImmh. 
Goals... 

Iron  

ManurarturcaatUreenw'h  hocpital. 
Poatroilea.^  


• 


From  the  foregoing  table  we  deduce  the  one  following,  by 
taking  all  the  averages  for  each  period,  and  reducing  them  into 
one  which  stands  as  the  proportion  of  the  prices  of  that  period 
to  20:  — 


PEKIODS. 


ISth  rontniy.  

14th  "   

15th  "   

18th  "   

17th  «   

18th  "   

S  „•  r  1701  to  1766. 
1 1  J  1767  to  1789. 
I  S.  I  1787  to  1800. 
«  .9  [l790  to  1803.. 
1804  to  1810  


y  c 

5  g  o- 

c  S  t 

111 

•  »  a 

m'o 

S  5 

?2 
«  «  J 

aba 

w 

W  o  3  *- 

2  •  o« 

H 

Tlie  stock  of 
the  precious 

21 

H 
•A 

10| 

36 

$163,000,000 
624,000,000 
1,425,600,006 
1,824,000,000 

metals  em- 
ployed AS 

money  is 
stated,  upon 
the  estimate 
of  Jacob,  in 
bis  work  on 
the  Precious 

U 
80 

11 

20 

80 
108 

380 
875 

lOiJ 
U 

2i 

108 

1120 

9 

122 

Metals,  V.  ii. 
pages  63,  70, 
131,167,214, 
322. 

27 

190 

20 

33 

280 

1,824»000,000 

1120 

they  do  not  provo  the  capacity  of  the  collector,  they  will,  at  least,  show 
such  an  extent  of  research,  and  industry  of  application,  aa  shall  exempt 
him  from  any  idea  of  inattention  to  the  means  of  rendering  this  work  gene- 
rally useful."  —  Inquiry  into  the  Progressive  Value  of  Money  in  England,  by 
Arthur  Toung ;  Introduction, 
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To  enable  tliosc  who  are  desirous  of  making  the  comparison 
between  the  increase  of  gold  and  silver  and  the  increase  of 
prices,  wo  annex  a  table  from  Humboldt  and  others:— 


FEKl  009. 

Avtrtft  inngal  ImfiArtalioii 
froin  AmcriM  inlo  Eiirop«, 
•t  gM4  u4  •ilw . 

$250,000 

3.000,000 
11,000,000 
16,000,000 
22,600,000 
35,300,000 
39,900,000 
17,000,000 
S4,000,000 
84,000.(M>0 
2S5,OOU,UO0 

It  appears,  from  these  careful  inTestigations  of  Artlmr  Young, 
tbat  the  whole  aTerage  adranee  of  piices  did  not  exceed  280  per 
cent,  from  the  15th  to  the  19th  centnrj,  or  to  the  year  1810; 
that  is,  less  than  in  the  proportion  of  1  to  8.  In  that  same  pe> 
rmd,  the  Increase  of  the  preeions  metals  einployed  as  money  was 
as  1  to  11.  Homboldt  estimates  the  receipts  from  American 
mines,  up  to  tiie  year  1500,  at  not  over  |250,000  yearly,  bat  as 
having  grown  to  nearly  340,000,000  in  1810;  that  is,  as  1  to  160. 
In  the  period  from  the  15th  to  the  16th  eentnry,  general  prices 
"s^ere  enhanced  24  per  cent.,  while  the  whole  stock  of  money  had 
increased  880  per  cent.  In  the  17th  century,  prices  advanced 
80  per  cent.,  whilst  the  stock  of  coin  increased  875  per  cent. 
In  the  next,  or  18th  century,  prices  rose  to  190  per  cent.,  whilst 
the  stock  of  money  was  incr«»ed  1120  per  cent.  So  little  do 
general  prices  appear,  by  this  statement,  to  obey  any  influence 
arising  from  the  increased  stock  of  money,  that  it  seems  doubt- 
ful if  we  should  allow  any  portion  of  the  actual  advance  to  go 
to  that  account.  There  were  other  influences  operating  on 
prices,  for  which  allowance  must  be  made ;  and,  in  fact,  we  sliall 
not  go  far  Avrong,  if  we  attribute  the  wliole  nac  in  prices  to  that 
increased  activity  m  uii  kinds  of  business  which  increases  de- 

I  Humboldt,  Nonvelle  Bipsgoe,  foL  edit  1811,  voL  iL  p.  611. 

*  The  MBsinbg  figures  ate  finm  T^bonkl  dw  Oilcs  AarifiueB,  p.  37. 
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maad.  The  increased  stock  of  money  prored,  no  doabti  a  stimulus 
to  indofttij  and  trade,  and  thus  operated  on  prioef.  It  1%  at 
least,  yery  clear,  from  this  showing,  that  there  is  no  necessary 
nor  immediate  conneotion  between  prioes  and  the  qnantitj  of 
UOBey.  So  far  aa  the  quantity  of  money  is  an  element  of  prieai» 
It  seems  to  he  one  of  the  least  influential ;  and  it  cannot  be  ooo 
of  these  causes  to  nhioh  great  and  sadden  flaotnations  of  pooes 
Are  ever  due.^ 

If  the  influx  of  the  preoMQS  metals  firom  the  American  mines 
weire  calculated  to  have  an  immediate  or  strong  effect  Ujpfm 
prices,  we  might  safe^  look  to  Spain  for  the  most  signal  exem- 
plification, as  more  than  two- thirds  of  their  products  were 
shipped  to  that  country,  and  thence  distributed  to  the  rest  of 
the  world.  But  we  And  no  rise  in  prices  theto  corresponding  to 
the  immense  inflox  of  the  precious  metals  into  the  eonntry. 

In  the  following  table,  we  famish  the  average  prioes  of  wheat 
and  barley  in  Spain  for  the  fire  years  ending  1680,  and  fov 
evezy  period  of  ten  years  after,  to  the  year  1800,  together  with 
the  coinage  of  the  Mezioan  mint.  One  hnndred  fancgas  am 
•qoal  to  152  bushels.   The  real  is  equal  to  A  <^  *  dollar. 


rarto*  mAia*  at  Ik*  data  aaaaa«4. 

Aversfc  prt^e  of 

Atcnce  prir.  of 
tarUy^  teMga, 

Coti»(a  ot  thi  niat  at  M.iwo, 
iB4nUan. 

1S90,  10     *  ........ 

1T40»  "  "   

1750,  «  "   

1790,   "  « 

7o1b]m»«m»«  ••••••••• 

37.0 
10.1 

17.0 
15.0 
18.0 
12.7 
17.4 
17.4 
18.2 
27.5 
26.5 
28.0 
42.2 

14.0 

0.S 

8.4 
8.9 
8.7 
6J 
SlT 
8.2 
10.8 
13.5 
14.2 
16.7 
21.1 

$43,871,000 
51,731.000 
65,747.000 
S4»153,000 
90^000 
111,855,000 
125,750,000 
112,828,000 
1(15,181,000 
193,504,000 
231,080,000 

$1,276,229,000 

M.*lli    1     ,»  fftft 

*  B«port  on  the  High  Price  of  BollioD,  made  to  the  Honte  of  Commons 
la  1810»  Appendts,  p.  182;  Beawos  oo  Spain,  p.  278 ;  Humboldl*  Konrelle 
Ispagno,  Ibk  titk  p.  680. 

86 
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Daring  the  period  embraced  in  this  table,  the  mines  of  Spanish 
America  were  yielding  an  annual  product  of  ^83,000,000,  a 
Teiy  large  proportion  of  wliich  were  poured  into  Spain.  Yet,  in 
the  face  of  this  increase  of  money  beyond  anj  parallel  in  the 
world,  the  prices  of  wheat  and  barley,  although  extremely  fluc- 
tuating, remained  for  eightj^  years  under  half  tho  rates  of  1680. 
The  rise  inrhich  took  place  towards  the  end  of  the  18th  oentuiy, 
may  be  attributed,  in  part,  to  the  neglect  of  agriculture  oonse* 
qnent  upon  the  emigration  to  the  new  world,  and  the  immense 
wealth  flowing  from  there.  But  the  subject  of  prices  in  Spain 
present  too  wide  a  field  for  survey  now ;  the  only  point  pre- 
sented is  the  influence  on  prices  of  this  great  influx  of  the  pre- 
cious metals. 

We  find  the  following  passage  in  one  of  the  most  reliable 
works  we  hare  on  Spain.  The  author,  who  in?estigated  the  sub- 
ject of  prices  with  special  reference  to  the  wages  of  labor  and 
the  price  of  gmiii,  says:  — 

"  We  see  daily  ihat  the  price  of  grain  is  not  ruled  by  the 
pkn^  or  scarcity  of  gold  or  silTor,  but  by  its  own  superabund* 
aaoe  or  defect,  as  where  we  raise  more  than  we  can  vent,  or 
where  we  could  vent  more  than  we  raise :  so  in  laborers,  where 
they  are  scarce,  they  command  their  wages;  where  plentiful,  the 
wages  command  them.  Hence  it  is  erident  that  gold  or  silirer 
is  much  balanced  by  the  plenty  or  scai^ty  of  other  things,  as 
those  by  gold  and  silver;  and  upon  that  balance  depends  the 
difference  of  prices."  * 

Although  the  intelligent  and  accurate  author  has  the  prices 
of  England  also  in  view,  as  he  examined  the  subject  parti|y  in 
the  light  of  Bishop  Fleetwood's  "  Ghtonioon  Preoiosum,"  yet  he 
expressly  applies  his  conclusloBS  to  Spain,  the  country  of  which, 
he  was  writing,  and  in  which  he  had  been  thirty  years  a  resi* 
dent.  He  regarded  the  question  of  the  influence  of  money  upon 
prices  as  of  the  **  last  importance,"  and  therefore  gave  the  sub* 
jeet  deliberate  and  earsest  attentimi. 

^e  following  is  a  table  of  the  price  of  mk&U  in  Franoe,  talMB 

•  The  Civil,  rommmercirjl,  Political  and  Literary  lliatory  of  Spain  and 
Portugal,  by  Wyadbara  Beawei,  £ogUsli  Coaaol  at  Savili*,  foUo,  1793, 
page  272. 
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at  the  average  of  Tarioos  periods,  from  1675  to  1800.  The 
Betier  is  equal  to  2-^^  bushelB.  The  price  is  carried  oat  in 
monej  of  the  United  States.^ 


! 

Number  tt  imM  of  I.iiat  ynr 

Price  of  1 

nf  the 

artirr  o( 

5 

1«S0 

$6.10 

The  alterations  of  the  French  coins  have  bc«n  so 

11 

u 

1091 

4.27 

tmpHuA,  that  Uw  periods  hxn  been  token  batweta 

7 

u 

1698 

e.84 

tb*  diitafl  Of  ttew  •ItenlloiM,  ai  they  ihow  niffl* 

9 

u 

1711 

5.38 

cientl.v  the  current  of  yirices.    When  tbB  nltcra- 

3 

tt 

1714 

«.29 

tioDS  have  occurred  Kreral  times  in  •  year,  and 

I 

1718 

3.49 

in  two  or  three  years,  thef^e  are  omitted,  and  so  are 

3 

i( 

1723 

2.37 

years  of  famine.  In  1740,Uie  setierwasataeariy 

4 

U 

1TS« 

$23  ;  In  1841,  ft  Ml  below  |8;  end  the  arerage 

7 

It 

1733 

.•».I7 

of  tbc  following  nine  years  was  $3.19. 

5 

1739 

3.3?, 

MoDtveruu  estimates  the  quantitj  of  money  circu- 

« 

1760 

3.1 9 

lating  in  FiaoM^  at  van 

xwa  pariad%  ta  bf  aa  ftit» 

10 

n 

1760 

3.07 

lows : — 

10 

u 

1770 

4.32 

1600...  $100,800,000 
1684...  208,385,000 

17.->S...  $25f,4S2,W0 

10 

(1 

1780 

5.20 

1797...  416,361,000 

M 

K 

1797 

5.77 

1716...  240,601,000 

1830...  523,366,000 

It  Is  equally  clear,  from  the  abore  statement,  that  during  a 
ptftM  of  move  than  a  eentuiy,  when  the  most  esrtraordinarj 
additkas  were  making  to  the  raonej  oi  the  worM,  no  pennanent 
advanee  in  the  price  of  wheat  took  place  in  Franee.  Aoeording 
to  the  pvsoeding  tables,  the  prodnotions  of  the  mines,  in  the  18th 
eentarj,  more  than  doubled  the  Bto<d:  previously  existing.  Yet  * 
it  cannot  be  denied  that  the  depreciation  of  the  precious  metals 
ceased  at  Ae  end  of  the  17th  century ;  or,  in  other  words,  no 
general  and  permanent  rise  in  prises  took  plaee^  corresponding 
with  the  increase  of  money.' 

*  This  tible  is  deduced  from  the  very  uiimito  ;md  extended  one  of  Mont- 
veran,  published  in  the  "Bulletin  de  la  Socictc  FraoQaise  de  Statistique 
Univwnilf,"  Not.  iiL  ct  ir.,  1830»  p.  47. 

^  *  The  IblloiriBg  woil»  may  bo  WMakad  4m  iUs  nl^jefli-- Wealth  •£ 

Nations,  book  i.  chap.  zi.  M'Calloch's  edlc.  p.  Ill ;  Chronicon  Preclosum, 
Biphnp  Fleetwood ;  Jacob  on  the  Precious  Metals  ;  Inquiry  into  the 
Prices  of  Wheat,  Malt,  Sec,  from  the  year  1000  to  1765,  folio,  London, 
1768.  Ruding's  Annals  of  the  Coinage,  vol.  i. ;  Seaman's  Progress  of  Nck> 
tions,  New  Tork»  1848,  chap.  zriL  zviii.,  a  weifc  we  WMMttd  la  evuy 
yoang  AaMrieaadMlroaaof  bMooingaelalMBaa;  Dnym  8t.  Maar  Biaai 
sur  MonnaiM,  4to;  Olievalier ;  Boonoflua  Polifctque,  vol.  iii.  sec.  t.  chap,  zi.; 
Recherches  sur  d'Or  ct  sur  I'Argcnt,  par  Lenn  Faucher,  Paris,  1843  ;  Oitea 
Auriforejt,  par  Tegoboiski,  Paris,  1^53  :  De  I'Or  et  de  TArgen^  par  NaroM 
Xarassenko-Otreachkoff,  Paris,  8vo. 
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J  3.  Effects  of  hank  currency  upon  prices  —  Increase  of  wcallh  in  Great 
Britain  in  the  ei'jhUenth  century  —  Advance  in  prices  often  increases  cur- 
renejf'-'Fnper  of  purchoiing  doa  md  depend  upon  money,  but  upon  jyev- 

OmUm^  TiMt  Huioty  o/Brim^  Bi$  examinatim  b^fbn  ike  teard 

commitiee  of  1832  —  Evidence  on  prices  before  PaHiamentary  commiiteet 
q/'1832  and  —  Influx  of  gold  from  California  and  Axistralia  —  Com- 
jHirison  of  all  currcncie-'i  in  the  l^niitd  Statts  in  1.S18  and  18'>0  —  Prices 
the  scale  by  which  products  of  labor  are  exchamjcd  —  Justice  to  labor  it 
determined  6jr  leAof  iimii  con  jncreftofe,  and  not  by  tU  price  they  pay. 

If  the  precious  metals  cmplojed  ss  money  exereised  bo  little 
influence  on  prioee  bj  febeir  iacrease  or  deerease,  we  maj  aafely 
infer  th»t  benk  currency  lias  no  greater  poirer  in  that  reepect. 
The  economy  of  bank  ourreiM^,  as  a  mediom  of  payment,  being 
very  great,  it  is  important  to  disooyer  whether  there  are  conn- 
terrailing  diaadvantagee.  It  is  chiefly  in  referenoo  to  thia  qaee* 
tion  that  we  have  dwelt  ao  minat^f  qpoa  the  iaflniiioe  of  nietal- 
lio  money.  The  aotual  advantagee  or  diMdvantagea  of  an 
inorease  of  the  pteoioee  metals  is  a  diflforent  qnspfeion  firen  thsir 
infloenee  upon  prises;  the  latter  mi^  be  enhanoed  by  the 
depreotataon  of  the  metalsy  witheot  other  isiiory  than  inereasing 
'  the  weight  and  bulk  of  in  eqmil  Yslae  in  money.  Bat  if  the 
snbetttutes  for  money  enhanoe  prioes  in  proportion  to  the  eileBt 
ihey  are  employed,  it  beoomes  a  qnestioB  at  onoe  of  ^aro  im^ 
port,  wheUwr  saeh  enhaiieement  is  not  iigarions,  and  whether 
the  injury  finds  any  adequate  compensation  in  the  eeonomy  of 
employing  Bobstitotea.  This  question  can  be  best  resolved  by  the 
operation  of  the  paper  eurreneies  of  Great  Britain  and  the 
United  States.  We  have  aotieipated  this  investigation  by  oom* 
paring  the  insrsase  of  tiie  prssioos  metals  and  the  progress  of  , 
prices  in  the  18th  oentury.  The  use  of  paper  currency  in  England 
commenced  its  groat  ezpanrion  with  the  beginning  of  that  oen< 
tory ;  and  the  increase  of  prices,  which  we  have  uTamuied  oafy 
m  eonaeetion  wMi  th«  iaenease  of  gold  and  silter^is  in  fiMt  due, 
so  far  as  that  cause  operated,  to  the  joint  infinenoe  of  metallic 
money  and  paper  currency,  or  the  use  of  credit.  We  have  seen, 
in  the  table  deduced  from  Arthur  Young's    Frogresuve  Yalue 
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•f  Honey/'  tliat  the  avenge  priees  of  tlie  16ih  century  were 
only  an  advance  of  24  per  cent,  orer  those  of  the  15tli  oentwry, 
whilst  an  addition,  of  880  per  cent,  had  been  made  to  the  atook 
of  the  precioQa  metala;  that  the  arera^  prices  of  the  17th  oeno 
tuy  were  adranoed  80  per  .cent  over  those  of  the  18th  century, 
and  the  addition  to  the  stock  of  the  precioos  metals  8T5  per 
cent. ;  that  the  aToraipe  prices  of  the  18th  century  over  those 
of  the  17th  were  an  advance  of  11  per  cent,  and  the  addition 
to  the  stodc  of  the  predoos  metals  1120  per  cent. ;  and  to  make 
the  case  more  striking,  that  the  priees  of  the  18th  century  over  ' 
thoee  of  the  15th  were  an  advance  of  108  per  cent.,  whilst  the 
addition  to  the  stock  of  the  predons  metals,  in  the  tiiree  cento*  ' 
ries,  had  been  1120  per  cent.  It  is  worthy  of  remark,  that  the 
average  prices  of  the  17th  centnry  over  those  of  the  Ifith,  cover* 
ing  a  period  before  the  nse  of  paper  eorrenoy,  exhibit  an  advance  - 
of  111  per  sent. ;  whilst  the  averngo  priees  of  the  18th  oentory, 
in  which  there  was  a  great  nse  of  paper  cnrrency,  besides  the 
Immense  saeraase  of  the  preoiooB  metals  jnst  noticed,  prasent  an 
advance  over  those  of  the  17th  of  only  11  per  cent 

The  increase  of  wealtli  in  Qieat  Britain  In  the  18th  eentnry, 
by  means  of  indnstry  and  commerce^  had  no  previoas  paraUeL 
This  is  familiar  to  all  conversant  intk  her  history.  A  few 
facts  will  place  it  in  a  striking  light.  The  nnited  valoe  of  the 
imports  and  exporte,  for  the  years  1688  to  1701^18  £12,000,000 
Bterlinor;  in  1802,  the  united  value  bad  reached  to  nearly 
XV3.000,000  sterling,'  being  an  increase  of  over  800  per  cent. 
In  the  year  1700,  the  tonnage  of  vessels  clearini^  outwards  was 
317,328;  in  1800,  it  amounted  to  2,130,322,  being  an  advance 
of  over  GOO  per  cent.^  The  public  revenuo  of  England,  in  the 
year  1701,  from  all  sources,  amounted  to  X3,895,205 ;  in  the 
year  1800,  it  amounted  to  X2l>,G04,008,^  being  an  increase  of 
over  700  per  cent.  The  increase  of  manufacturea  canu^U  easily 
be  estimated,  but  its  magnitude  has  long  beea  the  subject  of 

*l[*CuUoeh'a  Dictionary  of  Com|nere^  Art  **  JmportB,"  ^ 

*Geor;;o  Chalmers's  estimate. 

*  P.ihlo  Pebrer:  Taiation,  Revenue  and  Expenditures  of  Chreat  BritMn, 
page 
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wonder.  This  increase  of  material  weskh  was  not  only  tided 
by  the  influx  of  the  precious  metals  then  flowing  into  the  com- 
merce of  the  world,  but  by  an  increased  use  of  substitutes  for 
money  to  an  extent  constituting  a  prtnoipal  featore  in  the  com- 
merce of  that  period.  Daring  the  ten  years  ending  1710,  the 
average  circulation  of  the  notes  of  the  BaidL  of  England  was 
^758,000  ;  this  had  increased,  in  the  ten  years  ending  1800,  to 
Xll,470,000,  or  1600  per  cent  The  Bank  of  Scotland  is 
nearly  coeval  with  that  ci  England ;  and  in  addition  to  it,  many 
'  other  hanks  went  into  operation  in  Scotland  daring  the  18th 
cenluiy,  all  of  which  eontribated  their  portion  to  the  paper  cir- 
culation. PriTate  hankers  throoghont  the  comtiy  added  their 
paper  to  the  mass  of  the  paper  current  ^a  mass  which  cannot 
he  estimated,  for  want  of  proper  data.  The  practice  of  oircu- 
.  jating  bills  of  exchange  and  promiflimy  notes  in  pagrments,  as  a 
snbstitate  for  money,  was  greatly  extended  in  this  period. 

During  the  whole  of  the  18th  century,  the  balance  of  trade^ 
with  the  exception  of  the  year  1781,  was  in  favor  of  Great 
Britain  with  the  whole  worid ;  it  most  be  clear,  theielbre^  what- 
ever donbts  may  rest  upon  the  entire  aceoraoy  of  -these  national 
balancea,  that  Great  Britain  obtained  her  inll  share  of  the  great 
accesiidn  which  was  then  dmde  to  the  prevbas  slock  of  gold  and 
silver.  In  additi<m  to  this  was  employed  the  vast  aecesaion  of 
snhstitutes  wluch  banking  and  its  varioas  facilities  prod«ced» 
Yet,  with  all  this,  prices  advanced  only  11  per  cent. ;  and  ta 
what  one,  or  to  how  many^  of  the  elements  of 'priets,  and  in 
what  degree  to  each  one,  this  advance  is  to  be  atttilmted,  no 
human  kttowle4g0  or  sorotiny  can  ever  disclose.  We  find  in 
these  facts,  surely,  very  little  proof  that  prices  are  controlled  by 
the  qnantity  of  money  or  currency  in  circulation,  or  that  there 
is  any  regidar  proportion  between  them. 

It  is  utterly  unsafe,  therefore,  to  infer  that  a  currency  is  in 
excess,  because  prices  have  risen ;  or  to  conclude,  if  a  currency 
is  in  excess,  that  prices  must  rise;  or  if  they  have  risen,  that 
the  rise  is  in  consequence  of  that  excess,  or  that  there  can  or 
will  be  any  fixed  proportion  between  them.  It  will  be  foaad 
not  unfrequently,  on  close  inspection,  that  a  rise  of  prices  has 
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preceded  and  bean  the  cause  pf  an  increase  of  money ;  bat  as 
the  former  is  generally  first  known,  and  the  latter  slowly  ascer- 
tained)  the  <Nrder  of  cause  and  effect  is  reversed  iu  the  minds  of 
moet  obeer?en.  When  the  horizon  of  trudc  and  politics  is  clear, 
wheil  no  jHresaore  is  felt,  and  no  dreaded  crisis  is  impending:, 
when  a  few  yean  of  ponctuality  and  fair  dealing  have  blotted 
out  the  memory  of  frauds  an4  losses,  confidence  between  man 
and  man  rises,  becomes  strong  and  unsuspecting,  grows  into 
credit,  and  credit  becomes  even  more  efficient  than  money. 
l¥hen  credit,  therefore,  furnishes  to  multitudes  the  power  of 
pnrohasing  at  will  with  their  own  paper,  the  abnse  of  this  power 
degenerates  into  speculation.  The  actiye  competition  which 
takes  place  in  pnrchasbg,  between  those  who  are  thus,  nnro- 
strained  in  their  power  of  acqturing  commodities,  prodnces  an 
immediate  advance  in  prices,  and  that  advance  prodnces  its  usual 
effect  of  stimulating  the  movements  of  the  speculators.  It  is 
deemed  safe  to  pnrehaaa  in  a  rismg  market.  Prices  must  ooni 
tinne,  while  this  spirit  prevails,  to  advance,  and  the  profits^reaU 
ised  by  first  purchasers  will  tempt  others  to  embark  in  the  move- 
ment, which  grows  as  it  advances.  All  this  enhancement  of 
prbes  takes  place  without  the  use  of  currency,  and  is  founded 
wholly  iqnm  personal  confidence.  It  is  true,  that  much  of  the 
iadividuiJ  ^ftgesr  issoed  in  these  purchases  may  be  discounted, 
and  the  notes  of  the  banks  be  thrown  into  circulation  in  place 
of  ihem;  and  this  may  have  a  slight  tendency  to  swell  prices. 
Prices,  however,  as  we  have  seen,  generally  begin  and  rise  in 
the  wholesale  transactions,  and  these  are  almost  altogether  upon 
credit.  The  effect  of  the  increased  circulation  is  rather,  in  the 
first  instance,  to  support  the  high  prices  than  to  create  them. 
The  bolder  of  the  goods  is  able  more  easily  to  make  such  sales 
as  wiU  enable  him  to  acquit  the  liability  incurred  in  their  pur- 
chase, because  his  creditor,  by  having  his  note  discounted  at  a 
bank,  has  added  to  the  currency  the  amount  of  his  debt;  and 
thus  he  has  only  to  eichange  his  goods  for  the  equivalent 
amount  of  bank-notes  which  his  purchase  has  added  to  the  cir- 
culation. 

It  is  in  such  seasons,  and  owing  to  this  higji  confidence,  that 
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commemal  dealings  are  pnalitd  to  aa  extant  irhkh  MvUi  u  sn 
excessive  issue  of  bank-notee;  and  tmelj  no  hnmMi  aayic^y 
oould  tell,  in  anch  ease^  what  proportion  of  the  advance  of  ptioet 
was  ovring  to  the  spirit  of  specnlatton,  and  to  the  high  state  of 
Individual  credit,  and  what  to  the  consequent  ozeessive  issue  of 
.  onrrencj.  Any  attempt  thus  to  discriminate  moet  be  abandoned 
as  useleee  hj  the  careful  inquirer.  Yet  what  poiitive  and  un- 
hesitating conclusions  have  been  drawn  from  data  as  uncertain  1 
How  often,  in  such  cases,  have  we  been  assured  that  the  cur* 
ren^  has  been  depreciated  in  the  pireoue  ratio  of  each  an  in- 
crease of  prices  ! 

The  commercial  events  of  the  last  fifty  or  six^  /eaci  BNMti 
if  properly  applied,  be  decisive  of  the  relationa  between  ennrnMy 
and  prices;  and  more  eapeetally  baa  tb«  experienoe  of  this  period 
been  distinct  in  Qreat  Britain  and  the  United  States.  In  xigird 
.to  the  former  we  are^  fortunately  for  the  pstienoeaawellasfiir 
the  information  of  the  reader,  not  without  aa^le  lefiwenosB.' 

Among  those  who  have  recently  written  on  the  subject  of  mnr- 

'  If  it  be  thought  that  we  are  taking  unnecessary  pains  in  combating  the 
position  that  currency  regulates  prices,  let  it  be  kept  in  mind  tliat  this  false 
pondon  it  fey  many  regarded  at  an  axiom  never  to  bo  doatod  or  oalled  fai 
qtMstioo.  It  it  tfao  pluuiblt  sad  ready  tolatioa  appliod  by  naUitndes  «• 

amiy  (lifBcultics  and  doobtt  in  relation  to  the  theory  of  moaoy  sod  btfik* 

ing.  It  is  repeated  on  every  sijJe  by  pamphleteers  and  newspaper  writers, 
and  though  often  refuted,  still  reappears.  As  late  as  1837,  S.  Jones  Loyd, 
now  Lord  Ovcrstone,  in  a  pamphlet,  expressed  himself  thus :  —  "  If  the  cur^ 
roncy  be  in  excess,  prices  of  all  aiilideo  are  afteted  fai  a  corresponding  de- 
gree." Thk  opinion  of  Lojd  it  quoted  by  J.  B,  Satilli,  Prteidonk  of  the 
Uanobester  Chamber  of  ConoMSOOb  in  a  pamphlet  of  1840,  addressed  to  Mr. 
lioyd  ;  and  Mr.  Smith  thus  enforces  the  doctrine:  —  "  Supposing  the  Bank 
of  England  to  have  a  certain  amount  of  paper  in  circulation,  against  a  cer- 
tain quantity  of  commodities  of  all  kinds  in  the  market,  at  a  given  period  ; 
then,  supposing  that  the  bank  increased  its  issues  by  a  million,  the  quantity 
of  oommodikito  rtmaiiuag  kbe  tamo,  it  it  qolto  evidoattliat  the  nataial  ten- 
doney  of  toeb  aa  operalioa  woald  bo  to  laiao  the  money  valo^  of  eommodi- 
ties.  Either  the  price  of  oonimodititt  matt  ri80»  or  the  money  must  remain 
without  employment.  If  the  money  remained  for  a  time  without  employ- 
ment, the  necessary  cffoct  would  be  a  reducti  on  of  the  rate  of  intorcst,  and 
so  a  rise  in  the  price  of  commodities  would  be  produced.  "  —  J.  li.  Umitk'g 
IMw  10  &  /.  Loyd,  page  10. 
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renoy,  in  Great  Britain,  few,  if  any,  Have  attained  higher  con- 
■ideratioii  thui  Samoel  Jones  Lojd  (Lord  Overstone),  a  London 
btaker.  His  opinion  on  this  subject  ia  deemed  none  the  less 
important,  that  he  has  changed  his  views  since  1887.  A  letter 
of  hi»i  published  in  1840,  containB  the  following  emphatie  pas* 
Mge:  —  Fluctuations  in  the  amotmt  of  the  currency  are  sel* 
dom,  if  ever,  the  original  and  exciting  cause  of  fluctuatioilS  in 
.prices,  and  in  the  state  of  trftde.  The  baoyant  and  sanguine 
character  of  the  human  mind ;  miscalculations  as  to  the  relative 
.extent  of  supply  and  demand ;  fluctuations  of  the  seasons ; 
changes  of  taste  and  fashion ;  legislative  enactments  and  poUti- 
•Oal  events  |  excitement  or  depression  in  the  condition  of  other 
.Qoantries  oonnected  with  us  by  active  trading  interoonrse ;  an 
endless  variety  of  ossoalties  noting  upon  those  sympathies  by 
irliioh  masses  of  men  arc  often  urged  into  a  state  of  excitement 
or  depression — these  all,  or  some  of  them,  are  generally  the 
origioaUj  ezeiting  eaases  of  grent  variations  in  the  state  of 

tra<le."' 

To  Thomas  Tooke,  Esq.,  of  London,  author  of  "A  History 
of  Prices,  and  of  the  State  of  Circulation,  from  1793  to  1837,**» 
bowever,  is  the  world  indebted  for  the  most  thoroagh  and  search- 
ing examination  of  this  subject.  This  work  has  no  eqoal,  in  any 
department  of  political  economy,  for  indefatigable  research,  for 
patient  analysis,  for  the  extent  and  variety  of  facts  on  which  its 
conclusions  are  based,  for  fulness  of  illustration,  and  for  lucid 
arrangement.  It  furnishes  a  model  to  which  all  investigations  of 
tiiis  kind  must  in  some  degree  be  conformed,  if  destined  to  com- 
mand eventually  the  public  approval.  What  it  fails  in  clearness 
of  expression,  IB  fully  made  up  by  other  merits.  This  history 
bas,  from  its  appearance,  received  high  commendation     and  we 

*  Letter  to  J.  B.  Smith,  page  10. 

*  8  vols.  8ro.  1833,  wHh  a  oontinaatim  pablished  in  1840,  brioging  down 
the  hiitory  to  the  end  of  1830 ;  a  fourth  volume  in  1848,  and  the  fifth  and 

sixth  volumes  in  1858. 

'  "A  vrork  equally  distinguished  for  the  soundnnss  and  corupreliensive- 
cess  of  it^  p:pneral  views,  aud  the  extent  and  occuracj^  of  its  practical  iofor- 
tuation."  —  Edinburgh  Review,  No.  80. 

*'Mr.  TookA'i  work  on  prioes,  in  which  details  an  glreot  aceanite  as  ts 
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are  not  aware  that  aoj  respeetable  attempt  has  been  made  to 
refute  its  conclusions,  or  weaken  its  anthority;  although  its 
main  object  and  undeniable  result  has  hemk  to  oontradiot  many 
cheriahed  positions  of  leading  politioal  economists  and  theorists 
of  the  present  and  past  generation.  In  all  tlint  regards  prioeSi 
and  the  state  of  circulation,  in  the  period  to  which  it  refors,  we 
deem  this  history  as  finally  settling  most  of  the  questions  with 
which  it  grapples:  in  regard  to  more  general  questions,  in  rela* 
tion  to  money  and  banking,  we  think  the  author  has  shown 
himself  unprepared  to  carry  his  analysis,  :ind  push  his  conclu- 
sions) to  the  eartent  to  which  his  well-established  facts  would 
warrant.  We  cannot  bnt  think  that  if  his  patient  scar^  fw 
truth,  his  strong  powers  of  discrimination,  and  his  long  expe* 
rienoe  as  a  merchant,  had  been  brought  to  bear  specially  npen 
the  great  questions  involved  in  the  subjects  of  banking  and 
money,  that  equal  light  would  have  been  shed  upon  them  with 
that  thrown  upon  prices.  If  we  do  not  greatly  mistake,  he 
would  have  found  himself,  in  that  career,  carried  to  conclusions 
as  much  opposed  to  commonly-reeeived  opinions  as  those  which 
he  estabUshed  in  his    Uistory  of  Prices."  ^ 

The  period  embraced  in  the  History"  of  Mr.  Tooke  is  con- 
sidered under  the  following  divisions  of  time : 

6   1819  to  1822 


1  1703  to  1798 

2   1709  Is  1803 

3   18(»4  to  1S08 

4   1809  to  IS  13 

5   1814  to  Ibiii 


7  .*  1823  to  1827 

8   1828  to  1832 

9   1833  to  1837 

10   1838  to  1839 


These  periods  are  characterised  by.  great  and  continual  floo- 

time,  nn*l  ns  nearly      possiMo     curtite  as  to  amount."  —  S*  J, 
Minutes  of  Selci'f  Committee  on  ll'ink.<  of  hsiic,  1840,  p.  2G0. 

'  A  atronj;  effort  was  made  to  break  Mr.  Tooke  down,  in  his  examination 
before  the  OommittM  of  Seereej  of  the  Hoate  of  Ooiamons  of  1832.  lie 
was  called  op  many  tunee,  and  linallj  pat  to  the  test  of  a  eeTere  onMM-ez- 
aminatioii  vnder  the  hands  of  some  well-prepared  opponent,  who  tpared  no 
ingennitj,  and  no  pffort,  to  involve  liim  in  contradiction.  lie  passed 
tbrough  this  ordeal  with  di^^iiity  and  firmnf«!R,  nnd  without  yioldin;;  his 
opinions,  or  sufferinyi;  them  to  be  seriously  Bhakon.  —  Seh  Minutes  of  Coat' 
mittee,  I2ih  July,  lb32 ;  Jiej^rt,  p.  288,  &c. ;  QMstiom  39C2  to  4117. 
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tmiions  of  prioeB,  and  by  great  chuges  in  the  quantity  of  paper 
eurrenej ;  and  jet  the  eleareet  proof  is  advanoed  that  there  was 
no  eloae  nor  neeessaiy  carrespondenee  between  theae  flnctua- 
tioQB  and  the  yariations  ia  the  amount  of  the  coirenejr*  The 
opinion  of  the  author  iriU  be  foond  in  a  summary  at  the  end  of 
mcSx  chapter,  where  it  wiU  ho  seen  he  rery  emphaticallj,  in  erery 
oaBO)  deaiee  that  onrrenoy  regnlates  prices.  Ho  aTors  /^that 
the  alterations  of  prioes  originated,  and  mainly  proceeded,  from 
alterations  in  drcnmstanoes  distinedy  affecting  the  commodi- 
ties, and  not  in  the  quantity  of  money."  There  is  not,"  he 
remarks,  as  far  as  I  have  been  able  to  disooTor,  any  angle 
commodity,  in  the  whole  range  of  articles  embraced  in  the  most 
eztensive  list  of  prices,  the  yariations  of  which  do  not  adnut  of 
being  distinctly  accounted  for  by  ctrcnmstances  peculiar  to  it 
and  he  therefore  condemns,  as  wholly  erroneous,  the  resort  to 
the  state  of  the  currency  for  solution  of  the  phenomena  of 
prices.  He  does  not  deny  that  an  increase  of  money  may  have, 
in  many  instances,  a  tendency  to  enhance  prices,  and  that,  all 
other  things  being  equal,  it  would  not  in  all  instances  have  that 
tendency ;  but  he  maintains  that  the  quantity  of  the  currency 
Is  not  a  controlling  regulator  of  prices,  these  being  mainly 
determined  by  facts  and  circumstances  peculiar  to  the  various 
commodities  whose  prices  are  affected;  and  that  these  circum* 
stances  do  frequently  operate  with  such  force  as  to  reduce 
prices  in  the  face  <rf  an  expanding  currency,  and  to  advance 
prices  when  the  currency  is  diminishing.  In  point  of  fact,  the 
expansion  of  currency  is  frequently  rather  an  effect  than  a 
cause  of  enhanced  prices. 

The  ezpiession  of  these  opinions  by  Mr.  Tooke-  before  the 
Secret  Committee  of  1832  on  Bank  of  England  Charter,  and 
the  Select  Committee  on  Banks  of  Issue  of  1840,  is  very  clear 
and  emphatic,  and  is  well  worth  consulting.  The  witnesses 
examined  before  those  committees  do  not  all  ooineide  with  hsm^ 
and  it  is  quite  plain  that  certain  members  of  those  committeeB 
do  not ;  yet  an  unprejudiced  inquirer  will  find  enough  in  their 
minutes  to  show  that  the  relation  between  the  quantity  of  ciir« 
renoy  and  prioes,  for  which  so  many  contend,  does  not  exi^t, 
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and  U  BoUuiig  else  thaa  the  old  notion  of  a  fixed  proportion  be- 
tween the  qnantitj  of  money  and  tlie  quantity  of  Ofmimoditias*^ 
It  is  wcorthy  notice  that,  in  1882,  the  greater  immber  of 
the  witnesses  appeared  to  adhere  to  this  old  notion,  and  to  difl- 
sent  from  Mr.  Tooke ;  whilst,  in  1840,  the  majority  of  Toiees  is 
the  other  way,  and  the  expression  of  opinion  is  strong  and  nn- 
doubting*  In  1832,  eight  witnesses  were  exnraincd  specially  on 
this  subject.  J.  Horsley  Palmer,  William  Ward,  and  Samnd 
Gurncy,  Esquires,  gave  it  as  thw  opinion  that  an  increase  or 
diminution  of  bank  issues  might  eventually,  and  in  some  way, 
operate  upon  prices ;  bat  they  spoke  with  heaitation,  and  quali- 
fied their  opinions  by  taking  into  the  a^sount  other  causes. 
Joseph  G.  Dyer  and  James  Burt  were  clear  in  the  opinion  that 
prices  were  directly  regulated  by  the  issues  of  the  bank :  the 
latter  gentlenuML  was  asked:  "  You  mean  to  say,  that  the  prices 
and  the  markets  are  not  settled  by  the  demand  and  mpply,  and 
by  what  may  belong  purely  to  the  trade,  bnt  by  the  issues  of 
the  Bank  of  Snglandl  Yes,  I  do.**  cieorge  Orote  was  of 


'  It  is  strnage  that  any  one  hafing  such  clear  and  well-deflned  views  oa 
the  subject  of  prices  and  paper  currency,  should  not  ?pe  the  little  difference 
there  is  in  the  effect  of  metallic  and  paper  inonev  on  ]iiice8.  We  find  Mr. 
Tooke,  in  1840,  before  the  Select  Cuuiiuittec  uu  iianksi  of  Issue,  thus  ((ues- 
tiomed,  and  thosaniwering:  —  "Suppose  the  supply  of  precious  metals  ia 
the  world  t»  ineraased.  and  to  gp  on  doabliag  and  trtbliag,  will  not  the 
prices  of  coamodiliM  Mtimated  in  the  praeioM  aotali  go  on  doubling  and 
trebling,  in  proportion  to  the  increase  of  tbo  pneioas  metals?  Ym,  Choy  , 
will,  undoubtedly."  Quaiion  3300.  "  If  the  prpciotm  metals  remain  eon- 
stant,  and  notes  payable  on  demand  ho  issued,  will  prices  vary  with  the  in- 
crease of  such  notes  ?  Not  if  the  notes  are  payable,  in  gold  on  demand,  ex- 
eept  w  flv  ss  gold  may  be  dTeotad  by  a  flnbstitatlon  of  p^ior  for  gold." 
^MMljlMt  8001.  If  Mr.  Tbokt  bad  waminod  the  elbet  of  metallie  oorronoy 
with  the  sanae  attention  whieh  be  bad  giren  to  that  of  paper,  he  would  not 
have  made  that  distinction.  His  rule,  witJi  somo  modifientiont,  is  equally 
applicable  to  money  and  itn  substitutes. 

George  Grotc  was  interrogated  specially  as  to  the  difference,  if  any,  of 
tba  aibetol  aolallto  and  paper  earreneies  on  priosi;  and  gave  it  as  bis 
opinion,  that  flaotnatf ons  in  prioea  were  at  Uktly  to  take  plaot  with  tbo  one 
as  the  other.  —  C^mmUiee  on  Bank  qf  JBit^nd  CharUtt  1832,  QveHwn 
4775,  page  379. 
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opinion  that  fluctuations  in  prices  were  unavoidable,  and  as 
likely  to  take  place  under  a  metallic  as  a  paper  currency. 
Henry  Burgess  thought  that,  all  other  things  being  equal,  an 
increase  of  bank  issues  bad  a  tendency  to  onhancOy  and  a  dimi- 
nution to  reduce  prices. 

In  1S40  and  1841,  thirteen  witnesses  were  specially  examined 
by  the  Select  Committee  on  Banks  of  Issue,  on  the  subject  of 
prices.  J.  B.  Smith,  R.  Cobden,  R.  Page,  and  G.  F.  Munt5^, 
express  themselves,  with  mure  or  luss  (junlification,  in  favor  of 
the  opinion  that  bank  issues  have  a  direct  and  controlling  influ- 
ence upon  prices.  W.  R.  Wood  attributes  many  of  the  fluctua- 
tions in  prices  to  the  mismanagement  of  the  currency  under 
what  he  deems  a  vicious  banking  system.  G.  W.  Norman,  S.  J. 
Loyd,  T.  Tooke,  II.  "W.  Ilobhouse,  V.  Stuckey,  W.  Rodwell,  J. 
W.  Gilbart  (author  of  various  treatises  on  banking),  and  A. 
Blair,  are  clearly  of  opinion  with  the  general  doctrine  of  Mr. 
Tooke,  in  bis  "History  of  Prices."  This  opinion  gained  much 
ground  in  the  interval  between  1832  and  1841.  Can  there  be 
doubt  that  it  will  continue  to  gain  ground,  until  it  becomes  the 
settled  conviction  of  the  public  mind  ?  For,  after  all,  what  is  it 
but  the  doctrine,  that  whatever  Biaj  be  the  tendendes  of  the 
ei|iaiiiio]i  or  cootraction  of  paper  enrrencies^  there  tre  other  and 
more  powerfiil  causes  continually  operating  upon  prices  which 
more  than  countervail  such  tendeneieay  and  control  the  market 
▼alne  of  all  articles  of  commerce  ? 

If  any  thing  of  fact  or  anthority  had  been  wantbg  to  over- 
throw the  doctnne  of  a  proportion  betneen  the  quantity  of 
circalatiiig  medium  and  prices,  it  has  been  amply  furnished  in 
the  addition  which  has  been  made  to  the  metallic  medium  since 
the  discoTeiy  of  the  gold-mines  of  OaUfomia  and  Australia.' 

'  We  again  earnestlj^  commend  to  ereiy  reader  who  maj  b«  atill  clinging 
to  the  positkm  w»  MmlMt»  the  itady  of  TwM  BSslory  of  PrioM.''  It 
ean  scaroe  ftil  pf  eanying  oomrielion  to  every  oaodid  mind.  It  fondshM, 
in  tbe  appendix  to  the  aeoond  voliiiiiab  tBbnlar  statements  of  the  prioet  of 

fortj  different  articles,  foor  timefl  a  year,  from  1782  to  1840 ;  a1»o  tables  of 
the  circulation  of  bank-notes,  the  prices  of  bullion,  and  much  other  infor- 
inatitm  bearing  on  the  subject.  No  refutation  of  the  doctrines  of  this  work 
hoa  ever  been  attempted,  and  no  one  has  questioned  the  aocorocj  of  its 
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The  annual  production  of  gold  Imub,  within  the  last  ten  years, 
ineraased  five-fold.  Ihe  first  elfeot  of  tbk  extraordinuy  influx 
was  an  increase  of  exports  to  the  geld-prodaeing  eonntries. 
Commeree  experienoed  a  great  impetus,  and  of  course  prices 
were  affected  by  increased  demand  and  greater  acting ;  a  con- 
siderable advance  took  place,  but  whether  that  advance  would 
average  10  or  80  per  cent.,  would  reqnirc  much  investigation  to 
ascertain.  How  much  of  this  advance  could  be  attributed  to  the 
inere  inereasc  of  money,  no  one  eould  pretend  to  say;  but  no 
.  observer  could  fail  to  see  that  the  enhanced  prices  were  to  be 
ascribed  obiefly  to  the  increased  activity  of  trade.  Certain  it  is, 
that  the  rise  in  prices  maintained  no  proportion  with  the  in- 
.creased  prodnction  of  gold.  This  is  as  tme  of  the  United 
States  aa  of  Europe.  Something  like  snch  an  advance  occurred 
in  California;  bat  that  rise  was  clearly  owing  to  the  condition 
«f  a  new  territory,  in  which  the  demand  for  labor  was,  for  a  time, 
far  beyond  the  supply.  Prices  there  were  olearly  not  deter- 
mined by  the  quanti^of  gold,  but  evidently  by  the  quantity  of  the 
article  whieh  the  holders  of  the  geld  wished  to  purchase.  It  is 
known  that,  as  laborers  and  the  commodities  of  consumption  in- 
creased, the  prices  gradual^  fell,  although  the  production  of 
gold  was  inoreasing.  It  is  probable  that  general  prices,  in  Oati- 
fomia,  fell  50  per  cent,  during  a  period  in  which  the  production 
of  gold  increased  100  per  cent. 

But  leaving  out  of  view  the  extreme  me  of  California,  and 
jegpurding  results  ut  the  United  States  after  business  had  sub- 
sided into  its  regular  channels,  the  following  figures  furnish  a 
comparison  between  the  years  1848  and  1856,  as  to  the  amount 
of  Gurcubhting  medium  in  the  United  States: ^ 

Bank-notas  $19^,091  |SI4,778,822 

Bank  deposits                             103,220,177  230,351,.'?a2 

Specie  in  the  banks  46,369,765  58,340,838 

Specie  ia  oirooliUioii*                     32,133,688  13^,20^,850 

Toia  $810,236,721  $641,748,802 

statements.    No  person  w  ho  wishes  to  be  right  on  the  Mlyeet  of  which  it 

treats,  is  excusable  for  neglecting  ibis  valujible  work. 

'  >  Satiiaated,  notliioloding  tbc  preeiiMis  metals  othenriie  employed. 
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This  exhibits  an  increase  of  the  mixed  currency  of  the  country 
of  over  100  per  cent. —  the  inor«aie  being  above  that  rate  in  both 
specie  and  bank  currency. 

It  will  not  be  pretended  that  the  general  prices  of  this  country 
increased  in  this  ratio  between  1848  and  1856.    In  fact,  no  in- 
^orease  took  place  which  baa  not  aince  been  lostf  although  at  this 
moment  (1868)  the  specie  and  paper  onrrency  of  the  United 
States  arc  eaob  double  what  they  were  in  1848. 

Wo  think  ounelvcs  authorized  to  leave  this  subject,  bj  Ugiog 
tboM  irbo  have  adhered  to  the  notion  that  tlierc  h  a  neeesaaiy 
connection  and  proportion  between  the  quantity  of  the  currency* 
and  general  prices,  to  give  up  a  fallacy  disproved  by  the  best 
anthpritiei)  and  contradicted  by  the  results  of  the  influx  of  the 
precious  metals  from  the  mines  of  Spanish  America,  by  the  in- 
ereaae  of  paper  currency  in  the  18th  century  and  since,  and  still 
more  emphaticaUy  by  the  late  influx  of  gold  from  California  and 
Anatralia. 

There  arc  many  who  beliere  that  prices  in  this  conntiy 
are  so  inflated  by  a  snpmbandant  currency,  as  serionsly  to 
diminish  our  exports,  by  making  it  impossible  to  sell  many  pro- 
dacts  of  our  industry,  in  foreign  coantries,  without  loss.  Thcso 
persons  contend  that,  if  onr  paper  currency  were  banished,  pricca 
woold  fall  in  proportion,  and  then  we  conld  manufacture  against 
the  world.  They  are  mistaken  in  the  supposition  that  prices 
wonld  fall,  npon  that  event,  in  any  such  proportion.  Even  if 
they  should,  the  paper  oirenlation  being  a  derice  to  laoilitate  the 
payment  of  debts  arismg  upon  an  active  industry  and  trade,  the 
withdrawal  of  these  facilities  wonld  check  indostry  and  trade ; 
and  the  result  would  be  not  merely  a  deeUne  of  prices,,  but  a 
decrease  of  production  and  of  exports,  instead  of  an  increase. 

If,  however,  onr  public  banks  were  wholly  dtsoontinued,  it  is  be*' 
lieved  that  the  credit  system  could  be  worked  by  the  aid  of  private 
bankers,  to  such  an  extent  as  to  support  the  productive  industry  of 
the  country,  and  sustain  oar  present  high  prices,  which  are  a  publio 
benefit,  and  not  an  evil,  as  many  imagine.  Prices  are  the  seale  by 
which  labor  is  exchanged— the  scale  by  which  domesdo  pro- 
ducts are  valued  and  distributed;  and  there  are  very  few  eon- 
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Burners  who  do  not  receive  as  much  benefit  from  a  high  range 
of  prices  as  they  would  from  a  low  range,  especially  if  this  high 
range  enables  the  masses,  the  laborers,  the  actual  producers,  to 
porcliase  and  enjoy  more  of  the  comforts  of  life  than  a  lover 
range.  It  is  not  the  nominal  price,  but  what  the  masses  are 
able  to  porcliase  with  their  labor,  which  determines  wlicther  the* 
range  of  prices  is  just  and  advantageous.  Those  who  find  them- 
wAfeB  paying,  for  some  articles  of  their  consumption,  a  higher 
price  than  the  same  oould  be  purchased  for  abroad,  should  weigh 
that  disadTantage  against  the  advantage  to  the  laborerS|  whose 
wages  go  to  make  up  the  increased  cost.  Well-paid  lahorera 
are,  in  return,  liberal  in  their  expenditure ;  and  as  thej  rue  in 
the  scale  of  comfort  and  knowledge,  they  impart  firmness  to  all 
the  iostitations  of  society.  When  laborers  are  veil  compensated^ 
the  range  of  compensation  is  in  like  manner  favorable  to  ereiy 
other  ckss  and  profeesion  in  the  country  they  inhabit 
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PUBLIC  PAYM£NTS. 

|1.  JVoflww  «freeei»biff  and  pojfinff — BtUMk  Eteheguer,  pradiee — 
Mmenuc  of  Great  Britain  Jice  miUions  of  ddOon  WuMy — Exchequer  hiU$ 
introduced  by  Earl  of  Halifax  —  British  revenue  always  anticipated  — 
Floating  debt  a  saving  if  interest  —  Exchequer  bills  suited  to  a  certain 
class  of  lenders —  The  quantity  carefully  gauged  to  the  demand  —  Wisely 
fMnaged  by  the  Bank  of  England  —  The  great  advantage  of  disbursing 

Ifo  raeime  i*  paid—Amount  ^Extheg^  hOU  4uyed—JM»  nduemg 

circulation  by  sale  of  Exeht^uer  biUs  —  Rale  of  interest  —  Printed  in  dif- 
ferent colors  —  T7ie  Exchequer  and  th^ank — Britith  tj^tem  in  emUroH 
with  that  of  the  United  States. 

Tebbe  tie  some  aspeets  in  whieh  payments  by  pablxc  trea- 
tnanea  oome  witbin  tbe  ecopo  of  our  subject.  We  propose  to  con- 
sider neither  the  objects  nor  modes  <^  tuation,  nor  the  occa- 
sloDB  of  national  ezpenditore ;  but  as  public  treasnnes  reodve 
and  pay,  it  becomes  with  them,  as  irith  individiials,  important 
to  avail  themselves  of  whatever  facilities  they  can  in  the  way  of 
economy,  of  promoting  expedition,  and  of  preventing  friction. 
The  subjects  of  taacatioQ,  public  revenne  and  eipenditmre^  have 
engaged  the  attention  of  mnltitndes  of  poblie  men ;  but  whilst 
80  much  has  been  written  and  said  npom  these  tqyics,  the  more 
mechanical  or  practicti  pfocesses  of  receiving  and  paying  have 
received  much  less  notice  than  they  deserve. 

As  the  practice  of  the  British  Bzchoquer  presents  that  aspect 
of  the  subject  which  we  desire  to  bring  before  the  reader,  we 
flliuU  iirst  briefly  advert  to  the  system  which  prevails  in  Great 
Britain.  The  public  income  of  that  country  exceeds  that  of  all 
other  nations,  in  proportion  to  the  population.  In  1801,  the 
total  umouiit  of  ih.Q  annual  taxes  paid  by  the  people  of  Great 
87  (577) 
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Britain  exceeded  $200,000,000.  In  1816,  it  had  riseii  to  up- 
ynxda  of  ^16,000,000 ;  from  that  period  to  1850,  it  maintained 
an  aTorago  of  over  ^250,000,000,  or  Bomewhat  over  $o,000,000 
each  iretk.  It  does  not  ooneem  tu  now  to  notice  from  what 
Booroes,  or  by  what  means,  this  vast  sum  is  levied,  nor  tho 
various  processes  by  Tvhich  it  is  collected.  Independent  of  the 
mode  of  collection,  and  of  the  particular  interests  affected  bj 
tliiri  licavy  taxation,  the  mere  act  of  receiving  and  paying 
^,000,000  weekly  is  an  important  financial  operation ;  and  tilt 
mode  of  conducting  such  large  receipts  and  payments  may  much 
enhance  or  diminish  the  burden  of  the  payers.  The  withdrawal 
of  95,000,000  each  week  from  the  pockets  of  the  people,  and 
placing  it  in  the  public  treasury,  is  an  operation  calculated  to 
affect  Tery  seriously  the  movements  tff  hosiness.  It  should  be 
done,  then,  other  consideratioins  not  beiag  overiooked,  in  the 
mode  least  likely  to  do  iigoiy.  The  business  is  onaTcidable;  bnt 
etety  palliative  should  be  sought,  for  a  process  which  must  be 
hard  enough  under  any  circilinstanoes. 

As  late  as  the  beginnmg  of  the  18th  century,  deposits  in  the 
'British  Exchequer  were  oertiied  by  tallies,  or  slides  split  and* 
•notched  in  the  manner  in  which  bakers  and  their  cnstomers  ke^ 
thor  accounts  of  kiavea  delivered ;  tbeoe  were  the  seeoritieB 
issied  by  the  British  Essheqner,  nntil  the  present  dcrioe  of 
Bzehequer  bills  was  introdueed  by  Montague,  Barl  of  HaliAa, 
at  the  time  of  the  ^reat  flnansial  difienltieB  attendant  upon  the 
reeoinage,  and  the  over^asnes  of  the  Bank  of  England  to  the 
government  in  the  irst  years  its  eiistenee.  From  that  tune 
to  the  present,  the  Bzeheipier  bills,  then  so  useful,  have  been 
npnndnsKtfintareof  the  British  system  of  flntnoe.  It  may  be 
■alely  asserted,  indeed,  that  Ais  system  of  Ezeheqiier  bills,  as 
oondnoted  between  the  Exchequer  and  the  Bank  of  England,  is 
one  ef  the  main  props  of  British  finance,  withoal  irlueh  its 
sttorsMMii  bordens  could  not  be  home,  nor  the  ineoiBe  main* 
teined*  The  history  of  British  finance  is  interesting  throaghoat ; 
but  the  agency  of  Exchequer  bills,  and  notes  of  the  Bank  of 
England,  as  employed  from  year  to  year,  in  aid  of  the  treasury, 
Is  what  we  commend  to  tho  attention  of  the  reader. 
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There  is  a  great,  and  Indeed  nnnecessaiy,  eomplication,  in 
Great  Britain,  in  the  aBuumftaient  and  appropriation  of  the 
varioQS  branches  of  income  to  the  rariouB  iteme  of  pvblie  ex- 
penditure* This  arisee,  in  part,  from  aneient  neagea,  and  in 
part  from  the  necessity  of  eomplying  with  many  acta  of  Parlia- 
MMy  passed  at  different  periods,  and  not  always  oensislent  or 
hannottions  ia  their  details.  The  following  are,  howoTer,  always 
prominent  items  of  payment:  the  interest  of  the  national  or 
landed  debt ;  the  interest  and  prinotpal  of  the  nnfonded  debt; 
the  annaal  expsnditoM  vpon  the  eifU  ]»t  for  the  army,  navy, 
and  other  expenses  of  yearly  ooenrrenoe.  These  together  absorb 
the  amival  snm  of  |250,000,000,  and  upwards.  For  a  yeiy 
laige  proportion  of  this  vast  sum,  the  pubUo  treasury  issnes  its 
notes,  or  Exeheqoer  bills,  in  antiotpatton  of  the  receipt  of  the 
leTsnne ;  and  this,  whedier  the  ineome  upon  whieh  the  adyaaee 
IS  made  be  appHoable  to  the  penmuient  debt  or  interest  of  the 
landed  debt,  er  to  the  unfunded  debt,  or  to  the  aeeruing  ex- 
penses of  every  year,  independenf  of  interest  or  debt  It  is  the 
oettled  praetioe  of  the  British  Exebe^mr  thus  to  antieipaie  the 
ineoming  taxes ;  that  is,  to  borrow  the  amount,  pay  the  demands 
upon  the  public  treasury  as  they  aoerue  and  are  payable,  and^ 
return  the  borrowed  funds  out  of  the  taxes  as  they  oome  in. 
Two  important  adTaatoges  arise  from  this  process ;  a  laige  sum 
of  floating  debt  is  carried  at  •  less  rate  of  interest  than  timt  for 
whieh  it  oould  bo  funded  as  a  part  of  the  permnent  debt;  and 
the  whole,  or  a  large  proportion,  of  tiie  amount  of  the  aumal 
expenditures  is  aetnally  paid  by  the  government  to  the  people 
befote  they  are  called  upon  to  pay  their  taxes. 

But  the  mere  oircumstaaee  of  eanTing  the  jeataig  debt  at  a 
lower  rate  of  interest  would  not  skSm  to  justify^  plan.  It  is 
a  groat  advantage,  that  the  floating  debt,  thns  amaaged,  fbrsM 
a  perfectly  safe  reservoir  Into  whieh  to  pear  aay  temporary  or 
ascnsienal  snrplns  of  ineome.  If  the  treasuiy  sheald  overflow, 
evea  flor  half  ayear,  all  iUs  surplus  would  be  at  once  applied  to 
payniiBtofaonuMhof  iheflsaliagorunfimdeddsht.  TUsanr* 
pins  would  be  appliod  to  the  payment  of  Bmhequer  hilii!,  for 
which  no  octrespondii^  aaiowit  would  be  ivuod  natil  lim  moasgr 
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WM  ifiiited«  The  BzofaeqiMr  enries,  in  thk  way,  a  floating 
debt  of  from  ^10,<MK>,000  to  £80,000,000  steiliBg,  irhioh  ie 
more  or  leee,  aeoordiBg  to  the  prodvotireneiB  of  the  annval 
revenue.  This  large  sum  is  seemed,  at  all  tunes,  \rj  Sxehequer 
Inlls,  which  are  paid  off  qiuurterlj,  senu-annnailly,  or  annnallj; 
bat  so  distributed  as  to  be  paid  off  a  portion  in  eadi  qoarter  of 
the  year.  After  a  speoiHed  time,  a  portion  of  them  are  reeeiva* 
ble  in  payment  of  taxes  or  oostoms.  They  are  issued  in  snms  of 
£100,  £500,  and  of  £1000,  and  eaeh  bill  beers  a  fixed  daily  rata 
of  interest,  whieh  the  gOTerament  can  increase  by  proolamatiott, 
as  is  done  when  there  is  danger  of  thehr  being  retomed  too 
rapidly  to  the  treasury  for  payment.  Exchequer  bills  have  long, 
and  desenredly,  been  a  faTorite  seeority  for  temporary  iDTest> 
ment  The  experience  of  more  than  a  century  has  taught  the 
people  that  they  are  iaatbfnlly  managed ;  their  credit  has  been 
so  carefully  maintained,  that  they  are  at  all  times  salesble.  The 
amount  kqpt  on  the  market  is  strictly  gauged  to  the  demand; 
if  at  any  time  it  is  found  to  be  eo  great  as  to  weigh  upon  the 
demand,  or  obeok  thehr  ready  sale»  a  portion  is  immediately 
withdrawn  or  funded.  The  quantity  of  Exchequer  Inlls  in  the 
^hands  of  the  people  is  large  enough  to  keep  them  before  the 
public  as  at  all  times  an  accessible  security,  and  as  salb  as  the 
nation  itself.  Thus  managed,  Exchequer  bills  become  an  im- 
portant and  sure  reeouee  for  the  government  in  every  emei« 
gency,  for  every  sndUeii  desoand  upon  the  treasury,  whether 
ordinary  or  extraordinary. 

There  is  always,  in  a  rich  country  like  Great  Britain,  avast 
amount  of  funds  applicable  to  payments,  pabKe  and  private,  of 
which  the  owners  can  dispose  fit  a  longer  or  shorter  time,  but 
which  ihey  cannot  permanentiy  invest.  Every  one  who  can 
spare  £100,  or  £1000,  fbr  a  week,  or  a  month,  or  six  months, 
or  a  year,  is  glad  to  avail  himself  of  the  fiMsility  of  an  Bxehequer 
bill.  They  are  almost  always  at  a  prsnnum ;  and  the  only  risk 
run  is,  that  at  the  ssle  a  less  premium  may  be  qbtained  tkatt 
tiiat  which  was  paid  at  the  porohase.  It  should  be  noted,  that 
the  class  of  lenders  to  whkdi  Exchequer  1^  appeal  are  aueh  as 
would  be  less  tempted  by  any  other  seoari^.  They  weald  not  lend 
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the  mumtf  th&y  ikm  inveBt  vpon  mortgages,  nor  upon  oommer- 
wl  jMiwr,  nor  vpon  public  8toc1n»  or  private  enterpriees  of  any 
deseription.  Upon  al^  tliwe,  apart  from  other  riaka,  there  is 
greater  basard  of  flnetaatioii,  which  might  abforb  much  more 
thaa  aH  the  profits  of  a  short.  tDTeetment.  The  inotnation  of 
BzoheqjBer  tnUe  has  so  narrow  a  range,  that  the  most  timid 
would  never  lear  the  loss  of  not  only  intemt,  hnt  a  part  of  the 
capital.  The  British  Exchequer  ftmiahes  a  seoority  based  upon 
the  faith  of  the  nation,  mder  the  carefol  management  of  the 
Bonk  of  Xng^nd,  ezaetlj  snited  to  this  class  of  lenders.  No- 
thmg  oonld  be  devised,  better  soited  to  their  position  and  wants. 
The  funds  they  have  to  spare  are  cheerfblly  and  promptly  ex- 
changed ftr  Ezcheqner  bflb;  and  for  eyeiy  snm  thus  losned, 
the  lender  obtains  as  many  days'  interest  as  it  is  out  of  his 
hands.  There  is,  then,  in  Great  Britain,  a  fond  of  some 
£20,000,000  to  £80,000,000  sterling  at  all  thnee  subject  to  the 
call  of  the  govemment  and  Bhnk  of  England,  npon  this  form  of 
secority.  Even  in  times  of  great  commercial  distress  and  prea- 
snre,  ^roheqner  bills  are  in  demand ;  because,  the  greater  the 
distrust  of  indhridnals,  the  greater  the  disposition  to  resort  to 
,  pnblie  secnrities.  It  is  very  trae,  however,  that  the  snoeess  of 
this  whole  device  of  Ezcheqner  bills  has  depended,  {h>m  the  be* 
^ning  in  1896  down  to  the  present  day,  apon  the  Bank  of 
England,  which  has  long  liad  the  actial  management  of  the 
pablic  debt  of  Great  Britain.  The  delicacy  and  care  necessary 
to  regnlate  the  issies  of  Excheqner  bills  conld  only  be  appre- 
ciated by  a  great  bank,  or  similar  institntion,  placed  in  intimate 
relatimM  with  the  capitalists  of  a  eonntry;  no  mere  pablic 
agents,  or  officers  of  a  national  treasury,  ooold  ever  have 
managed  snob  an  issne  of  Ezcheqner  bills  as  that  which  the 
Bank  of  England  has  controlled,  from  the  Tory  year  in  which 
it  was  founded. 

This  success  has  enabled  the  government  of  Great  Britain  not 
only  to  meet  all  the  regular  demands  upon  the  Ezcbequer  with 
complete  promptitude,  but  to  encounter  great  emcfgenoies  with 
wonderful  ease  and  effiriency.  It  has  not  only  met  the  extra* 
wdinary  expenditure  of  the  Ameriean  Revolution,  and  the  wars 
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foUownig  npoa  tbe  French  Revolution,  eontinoing  throagii  • 
period  of  fntj  ywn,  bnt  during  that  time  it  fomisbed  immeoM  . 
snms  in  the  way  of  loans  and  sobeidies  to  other  Enropeui 
Powers.^  Bj  the  aid  of  this  well-devieed  flecnrity^  and  the 
jndimons  managenient  of  the  Bank  of  Ibgland,  the  gcfyernment 
was  never  without  availahle  resources  on  the  most  trjing  oeoa- 
sions;  it  was  often  saved  from  sneh  fnaneial  movements  as  ean- 
not  hut  ereate  alann.  The  Exdieqner  bills  were  always  in'eiren- 
ktion,  and  an  eztraordinaiy  issue  oonld  be  managed  with  Itttto 
disturbance  of  the  moneynnaricet.  Not  only  so,  but  the  fadlitj 
thns  eigoyed  between  capitalists  and  the  govermnent  no  doubt 
indaced  and  enabled  the  government  to  «tend  special  pecmuaiy 
assistance  in  cas^  of  great  emergency.  In  £i7th  of  George  I!!., 
an  act  was  passed,  establishing  a  board  of  loan  eommissionetis* 
who  were  to  have  charge  of  the  business  of  fumiebing  special 
relief  ont  of  public  fonda,  or  by  the  hdp  of  pablie  credit.  This 
act  **  authorised  the  issue  of  Exchequer  bOls,  and  the  advance 
of  money  out  of  the  consolidated  fundi  to  a  limited  amount*  Ibr 
the  carrying  on  public  works  and  fisheries  in  the  United  King- 
dom, and  in  alfording  employment  to  the  laboring  classes,  under 
the  then  circumstances  of  the  country."  Under  this  and  other 
prorisions  of  kw,  vast  sums,  besides  the  ordinary  taxation,  were 
raised  and  applied  to  special  purposes.  Belief  to  Ireland, 
relief  to  the  West  Indies,  as  well  as  to  those  needing  it  at  home, 
was  largely  aiTorded,  to  the  amount  of  scorea  of  millions  of 
pounds  sterling.  Under  the  management  of  the  bank,  a  very 
small  advance  in  the  rate  of  interest  upco  Sxchequer  bills  sufficed 
to  call  forth  large  sums;  but  this  store  of  capital  was  carefully 
husbanded  by  the  Exdieqner  and  the  bank ;  if  drawn  upon  too 
heavily,  it  might  have  been  ezhansted,  or  such  a  rise  in  the  rate 
of  interest  might  have  occurred  as  could  not  eusQy  have  been 
reduced.  Thb  large  fund,  thus  held  at  the  i&posal  of  tho 
British  Sxchequer,  is  an-  a(Eur  altogether  UBiqw;  it  has  no 


>  BetwMa  im  aad  1814,  loMt  and  Mbddiw  ww»  iranlad  to  Ibniga 
Powtn  totb*  aoMWnl  or  over  $230,000,000.  Tho  whulo  expenditures,  be- 
twetn  tboM  pwiodf,  varied  (m  $120,000,000  to  $d3O,0Q0,00O  yearly. 
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parallel  in  any  country.'  It  requires  consummate  mana^^etuent 
to  sustain  it,  and  a  vast  substratum  of  industrial  and  commercial 
wealth  to  serve  for  its  foundation.  We  look  upon  it  as  a  finan- 
cial achievement  of  the  highest  order  —  as  a  fiieility  and  ady&Qp 
tage  beyond  estimate.  It  may  be  objected,  that  it  encooragea 
extravagance,  and  facilitates  going  in  debt :  it  may  be  so ; 
being  a  machine  of  great  power,  it  should  only  be  in  "wise,  skil- 
ful and  virtuous  hand-^.  But  it  seems  very  certain  that  the 
public  debt  of  Great  Britain  would  have  proved  a  burden  too 
gfcat  to  bo  endursdy  but  for  this  facility ;  and  it  is  still  more 
oertam  tbat  the  annual  income  of  that  country  eonld  not,  for 
many  soooeBMTe  year^,  be  collected  without  great  oppressioii  of 
the  tas-pi^ert}  bat  for  this  weU-fostered  device  of  £xclieqmer 
bUls. 

Xbe  main  advantage  in  employing  Exoheqner  bills  does  not» 
However,  arise  from  the  ready  aecess  they  gjlve  to  a  laigs 
amoant  of  funds,  which  no  .othor  secority  oan  so  readily  com- 
mand, nor  from  the  fact  that  they  can  be  ahvavs  purchased  by 
those  who  wish  to  hare  them,  and  always  sold  by  those  who  wish 
to  realize,  nor  beeanse  the  fluctuations  are  confined  to  so  narrow 
a  range  as  to  cause  no  apprehension  among  holders :  the  chief 
advantage  lies  in  this,  that  as  the  collection  of  the  British  rove- 
nne  involves  a  payment  into  the  public  coffers  of  £1,000,000 
Sterling  weekly,  or  8^,000,000,  the  withdrawal  of  which,  week 
after  week,  would  be  sensibly  if  not  severely  felt  in  the  channels 
of  business  :  all  this  is  avoided  by  the  use  of  Exchequer  hills. 
They  enable  the  government  to  borrow  the  entire  sum  re- 
quired for  the  current  payments  of  the  treasury,  and  to  disburse 
to  the  public  creditors  the  whole  amount  of  the  incouung  rere- 
nue,  before  its  regular  receipt  into  the  Exehoquer.  The  govern- 
ment, by  this  means,  avoids  even  the  temporary  withdrawal  of 
the  currency  employed  in  businees;  it  draws  the  sums  required 
for  current  payments  from  a  vast  mass  of  funds,  which,  for  a 
time,  would  otherwise  remain  unemployed;  and  disburses  the 

'  Some  advantages  of  this  kind  have  been,  for  the  last  twenty  or  thirty 
yeara,  attained  by  tbe  treasury  of  Fiance,  bat  by  a  very  different  prooeu. 
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notM  of  the  Bank  of  fingland,  thus  obtainod,  wherever  tlie  paV« 
lie  money  is  payable.  The  expenditares  come  Rrst ;  the  pay* 
mentfl  into  the  treasury  follow.  Th^  moBt  effective  mode  of 
diminishing  the  burden  of  taxation  is,  no  doubt,  to  secure  a 
proper  distribution  of  industry,  and  proper  facilitiee  for  inland 
and  foreign  trade;  but  as  an  alleviation  in  the  mere  proeess  of 
eoUecting  revenue,  we  cannot  conceive  any  thing  greater  than 
the  mode  of  first  distributing,  and  then  subsequently  collecting 
the  public  revenue.  If  the  amount  must  first  be  colleetedi  and 
then  paid,  it  would  involve  a  detention  of  money  in  the  tremiy 
of  several  weeks,  or  months,  or  even  more;  for  money  must,  in 
that  ease,  be  kept  in  the  treasury  for  emergencies,  during 
the  examination  of  accounts,  and  to  meet  drafts,  the  time  of  the 
presentation  of  which  is  vnoertain.  It  is  on  record  that  tiie 
British  £xchequcr,  previous  to  the  introdootion  of  Exchequer 
bills,  was  obliged,  from  time  to  time,  to  give  notice  whm  debts 
of  a  particular  description  could  be  paid ;  as,  for  instance^  all 
between  XIO  and  £50  after  a  day  mentioned.^  The  present  sys- 
tem ensures  punctual  and  prompt  payment  of  public  dues,  and 
seoores  that  economy  which  prompt  payment  always  brings  with 
it,  together  with  that  high  degree  of  credit  which  promptneis 
and  punetnali^  never  ful  to  command. 

Whatever  complications  and  useless  machinery  may  be  oon- 
neoted  with  this  feature  of  British  finance,  we  think  that  it  sur- 
passes, in  advantage  to  the  government  and  to  the  people^  any 
other  known  system.  The  British  government  thus  aroids  draw 
ing  money  from  the  channels  of  business,  and  locking  it  up  for 
months  in  the  Exchequer ;  it  avoids  checking  the  circulation  of 
money;  it  avoids  disturbing  the  payments  of  trade;  but,  on 
the  contrary,  takes  i^  weekly  a  million  sterling  from  individual 
holders  who  would  otherwise  not  employ  it;  it  diifbses  this 
large  sum  throughout  the  country,  wheroTer  the  public  pay- 
ments cany  it;  it  Tcry  wisely  pays  interest,  for  a  few  months, 
on  the  current  expenditures,  as  a  measure  of  relief  to.  the 
public  debtors,  and  of  fa?or  to  public  creditors,  strengthening, 

■BqU's  Dictionary  of  Tnde^  in  folio,  Art  '*  Ezeheqaor." 
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•t  the  same  time,  thet  pnblio  credit  <m  whioh  the  meesnre  k 

fbuntl  ('(!.' 

The  importance  of  ftfoi^iiig  the  witlidrawal,  from  the  general 
circulation,  of  io  lezige  a  sum  as  a  million  sterling  each  week, 
especially  in  a  country  in  which  debts  arc  chiefly  paid  by  the 
proceeds  of  discoiiBted  paper,  is  greater  than  some  may  ima^ne. 
Xo  a  certain  extent,  we  know  the  fund  created  by  discounted 
eonmerctal  paper  can,  with  great  arlvantagc,  be  used  as  a  sub* 
stitute  for  nonej  f  bat  every  use  which  diverts  it  long  from  its 
legitimate  purpose  of  paying  the  debts  created  by  its  issue  is  at 
the  hasard  of  creating  pressure  in  the  money-market.  If  the 
government  should  intervene,  and  take  a  million  each  week,  and 
retain  it  for  an  average  of  only  one  er  two  months,  it  could  not 
be  attended  with  but  damaging  pressure.  Every  discomted 
note  or  bill  must  be  paid,  and  it  requires  the  amount  issued  for 
it  to  pay  it  and  the  amount  of  the  discount  beside :  the  fund 
created  by  these  discounts  may  be  employed  as  a  substitute  for 

>  The  extent  to  which  Excheqoer  bills  are  employed  in  Great  Brittin 
will  appear  from  the  following  statement.*  The  amount  outstanding  on  a 
particular  day,  in  each  of  the  years  mentioned,  with  the  whole  intereafc 
paid  on  them  that  year,  stands  thus:  — 


Ywn. 

AmounU  ouUlAndias. 

Interest  paid. 

183S..M 

■••••••«•■••  £2S,16S,1SS 

is:!8..., 

£720,928 

642,»47 

M1,84S 

4SM8S 

430,298 

606,025 

isu..., 

490,461 

814,221 

813,403 

The  whole  amoanta  issued  in  the  following  periods  are  at  follows :  — 

Teartu                       Whole  smounU.  ATpra^p  ynrly  Iwae.  Whole  InterMt. 

1798  to  1802                  £155,715,800           £15,671,580  £6,788,623 

1808  te  1816  .^^^..M..    U6b8ft6»966          SO^TSS^  S4,766^ 

1817  to  1826......^. 82MMb800          9%mjm  li,mjWt 


*  PoliUoal  DtoUoDor^',  vol.  it.  p.  852;  Briluh  Aimanac,  Finimco  Accounts;  Mor- 
ihsUli  BIMIe%  ^  16S. 
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money,  while  the  paper  diacountcd  is  nmning  lo  matmity ;  but 
if  it  is  vithdrawn  bj  speculation,  or  by  payment  of  taxes,  from 
its  prdiDAry  ehaanels  of  droulation,  disturbanoe  and  prcsssre 
miist  ensoe.  The  readiness  with  which  the  proceeds  of  dis- 
oonnted  paper  is  received,  in  Great  Britain,  in  place  of  money, 
fiimisheB  many  ways  in  wbiflli  soch  fonds  may  stray  away,  or 
be  direrted  from  their  proper  uses.  This  perversion  being,  as 
we. have  shown,  a  principal  evil  of  the  eredit  system,  it  is  a  wise 
and  provident  feature  of  the  British  financial  system,  that  it 
does  not  add  the  whole  inoome  of  the  nation  to  the  other  modes 
and  ooeasions  of  drawing  off  the  bank  dqKwits,  thus  redooing 
the  amonnt  applicable  to  the  current  payments  of  business* 

We  have  said  that  the  sums  borrowed  by  the  government  are 
drawn  from  a  class  of  persons  who  would  not  otherwise  have 
employed  them.  The  government,  therefore,  avoids  taking  from 
a  fond  which  is  aetive,  and  needed  where  it  is ;  and  it  draws 
forth,  into  active  service^  one  which  would  not  be  used.  It 
leaves  X1,000,000  sterling  every  week  in  its  proper  channels,  to 
do  its  proper  work,  and  throws  into  eircolafcion  £1,000,000 
whioh  would  otherwise  do  little  or  nothing.  It  ia  not  difficult  t9 
divine  how  this  policy  not  only  renders  the  collection  of  the 
revenue  leas  difficult  and  expensive,  but  how  it  increases  the 
amount,  and  strengthens  and  fosters  all  the  soaroea  of  revenue. 
Instead  of  drawing  money  from  the  business  of  the  country,  and 
locking  it  up  for  months  unemployed,  it  is  drawn  from  the 
reoesses  of  capitalists,  and  cast  into  the  current  of  trade  and  in* 
dustry,  months  before  the  revenue  is  ezaoted. 

It  must  not  be  supposed  that  the  large  deposits  of  the  publie 
in  the  Bank  of  Eng^d  detracts  from  this  view.  These  depo- 
sits are,  for  the  most  part,  but  credits  given  by  the  bank  to  the 
Exchequer,  upon  the  credit  of  the  bills.  The  Exchequer  iwues 
the  bills,  which  are  either  discounted  directly  by  the  bank,  or 
sold  by  the  latter,  and  the  proceeds  carried  to  the  credit  of  the 
government,  in  its  various  departments  of  puUio  expenditure. 
It  is  not  the  money  collected  which  figures,  for  the  most  part, 
as  a  credit  to  the  public,  but  the  fund  which  is  borrowed. 
The  bank  itself  being  a  continual  lender  to  the  government,  by 
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ibe  pnrchaie  of  Sxob«qner  bUls^  the  pablio  depooti  are,  m  fMt, 
only  a  orodit  on  the  books  of  the  banlu  These  eredite  appear,  in 
the  BtatemeiitB  of  the  beak,  ea  depoeita  of  pvblie  moBoy ;  when 
iImj  are,  for  the  moit  pert,  onl j  a  privilege  of  drairiiig  at  plea- 
rare  vpon  the  bank  for  the  amoant  of  a  eredit. 

We  need  not  dweU  upon  theee  tnanoial  adyaotagee;  thej  are 
obviona,  npon  a  little  reflection.  Gmmblera  are  found  in  ererj 
eountrj  among  taz-pajers ;  and  aa  the  people  of  Great  Britain 
«re  heavily  burdened,  the  gmmblera  are  not  Taz-payeri 
do  not  often  appreciate  the  merits  of  tiieir  revenue  aystem ;  what 
is  mrong  or  disagreeable  they  are  ever  ready  to  specify  and 
denounce,  bnt  seldcai  do  fall  jnstioe  to  that  which  is  commend* 
able.  Men  do  not  always,  in  Great  Britain,  measnre  the  alle- 
viation aAnded  by  the  system  of  Exchequer  bills^  nor  peroetve 
that,  bat  for  this  relief  the  burden  of  taxation  might  be  not  only 
heavier,  bat,  perhaps,  anendnrable.  The  Bank  of  England  baa 
been  steadily  deaoonced,  during  its  whole  existence,  by  a  large 
class  of  these  tax-payers,  who  stand  ready,  with  all  the  power  and 
ingenuity  they  can  bring  to  bear,  to  emsh  that  institution.  What* 
•ever  may  be  the  faults  in  the  oonstitution  or  management  of  the 
bank,  and  in  the  former  respect  the  defects  are  important,  it 
may  be  asserted  that  the  public  is  more  than  repaid  all  it  suffurs 
in  sustaining  the  bank,  by  this  system  of  Exdiequer  bills,  which 
the  bank  is  mainly  instrumental  in  uphcdding.  The  tmUi  is,  na 
national  treasury  has  ever  elsewhere  established  and  maintained 
aa  issue  of  seourities  similar  to  the  Exchequer  bills,  for  a  thnrd 
4^  the  time  daring  which  they  have  been  sucoessftilly  fwiployed. 

To  employ  them  with  success  requires  the  two  main  conditions 
which  sustain  them  in  Great  Britain — the  ultimate  aeourity 
afforded  by  the  pnblio  faith  and  national  wealth,  and  the  imme> 
diate  seeurity  of  a  great  institution  of  credit,  having  relations 
with  the  general  ^bosiness  of  the  eoantry,  to  insure  punotuslity 
and  reguter  modes  of  proceeding.  Whmo  men  are  willing  to 
make  their  bank  deposits,  they  are  willing  to  lend.  Men  of 
business  wOl  oonfide  in  the  security  of  the  nation,  but  they  pre- 
fer the  punctuality  and  processes  of  a  bank  when  their  money 
is  in  question*  A  bank  can  approach  these  lenders  with  perfect 
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confidence ;  but  the  treaeorj,  niihoat  tlue  agency,  can  only  go 
into  the  money-murket  for  penument  losns.  But  even  In  ilus 
respect  the  floatmf  debt,  upon  the  seenritj  of  Exchequer  bilk, 
afibrds  a  great  facUity  nhen  a  permanent  loan  is  oontevplated. 
The  Exchequer  bilk  are,  in  dae  courae,  always  paid  off  enxj 
year;  the  holders  are  compelled  to  present  them,  for  that  pur- 
pose, at  the  time  appomted,  or  thereafter  lose  thdr  interest. 
Bat  when  a  loan  is  wanted,  a  certain  portion  of  ^  holders  of 
Exchequer  bills  are  always  found  ready  for  permanent  invest- 
ment, and  the  loan  is  soon  filled. 

They  are  issued  in  sums  of  ^100,  £2W,  £500  and  £1000. 
Each  denomination  is  printed  in  d^erent  colored  ink— the 
XlOO  in  red,  £200  in  yellow,  £500  in  blue,  and  the  £1000  m 
black.  They  bear  interest  at  a  certain  rate  per  cent,  per  day, 
that  rate  oontinuing'until  the  day  of  payment,  whieh  is  fixed  by 
public  notice.  They  are  generally  paid  off  within  the  year  in 
idiich  they  are  issued ;  and  as  they  are  frequently  issued,  the 
process  of  payment  also  goes  on  by  discharge  of  a  certain  poi^ 
tion  every  quarter.  Lenders  thas  find  a  continual  supply  of 
new  Exchequer  bills  in  whieh  to  invest;  and  they  are  oo»- 
stantly  assured,  by  notioes  to  holders  of  a  certain  description 
of  them  to  come  Ibrward  and  be  paid,  that  the  seeurity  is  good, 
and  the  payment  sure.  Holders  neglecting  to  present  their  Mils 
at  the  time  fixed  in  the  notice,  lose  interest  until  new  bills  are 
issued,  applicable  to  their  case.  Exchequer  bills  are  transferable 
by  delivery  only.  The  usual  rate  of  interest,  for  many  years, 
has  been  from  2\  to  3f  per  cent.;  but  the  rate,  at  times,  is 
much  above  tiiis,  and  the  Exchequer  occasionally  raises  the  in- 
terest upon  bills  already  in  circulation.  As  tin  y  are  receivable, 
after  a  certain  time  expressed,  in  payment  of  taxes  and  dues  to 
the  government,  the  raising  the  interest  prevents  that  use  of 
them,  and  also  prevents  their  being  presented  for  payment.^ 

■  At  the  moal  ntes  nS  iaterest  per  dsj,  Iba  rate  par  yaar  it  as  follows ; 

lid,fKiajiK  «qul  to  £2  5«.  7itL  per  ymt, 
11        «•  "      2  13     23  " 

3         **  «      S   0    10  « 

a*  «    SIS   oj  « 

3        «  «     411     »  « 
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The  bilk  are  of  TsiiooB  elasaes,  well  d«fiiied  on  their  faee^  end 
understood  hj  thoie  among  whom  th^  oononhrte.  T^oee 
for  the  nnfmided  debt  are  not  reeeiTable  in  pajment  to  the 
gOTemment  nntil  a  jear  after  thej  are  iMoed ;  but  thej  are, 
twiee  a  jeer,  advertised  to  be  paid  ol^  or  rather  exohaag^  on 
eertain  dajs,  after  which  Interest  eeases,  if  not  presented. 

The  Bulk  of  England  is  generally  « large  holder  of  Sxehe- 
qner  bills ;  no  hind  of  seearitj  oan  be  more  aoeeptaUe  to  it,  as 
a  resenre  of  strength  and  proteotion  in  case  of  emergenoj.  Ihe 
goTomment  is  deeply  interested  to  maintain  their  credit,  and 
the  bank  has  no  less  interest,  because  the  bnnnees  of  the  fizcho- 
qiier  is  as  haportant  to  that  institution  as  its  management  of 
finanoial  matters  is  to  the  gOTemment.  The  bank  adTanoes, 
npon  Ilzobeqner  bilb  erer j  year,  nearly  the  whole  expenditnre 
Ttf  the  government ;  it  »  always  ready  to  famish  the  needfol 
means,  either  direetly,  or  by  negotiation  of  these  seoorities. 
The  poblic  rerenne  being  reoeivable  in  bank-notes,  at  the  rate 
of  a  million  sterling  weekly,  the  notes  issned  by  the  bank  on 
the  eredit  given  to  the  government,  are  retnmed  at  abont  the 
same'rate  weekly  at  which  they  am  issued ;  that  is,  if,  upon  any 
particular  branch  of  the  revenue,  the  bank  at  the  beginning  of  a 
quarter  grants  to  the  government  a  credit  of  X5,000,000,  to  be 
drawn  for  as  needed,  the  sums  drawn  upon  this  credit  will  be 
distributed  over  the  whole  quarter,  and  the  revenue  for  tlie  same 
period,  upon  the  same  branch,  will  be  returning  an  equivalent 
amount  of  the  bank-notes  issued  uj)on  the  drafts  of  the  govern- 
ment. The  bank,  in  making  these  advances,  runs  less  risk  of 
over-issue  or  overcharging  the  currency,  than  may  be  supposed ; 
it  is  only  issuing  bank-notes  to  an  amount  required  by  the  tax- 
payers, for  the  very  purpose  of  immediate  payment  to  the 
government.  With  the  notes  thus  returned,  the  government 
takes  up  the  Exchequer  bills  upon  which  the  advance  was  made. 
In  the  mean  time,  the  bank  counts  and  charges  interest  on  these 
bills  to  the  stated  day  of  payment. 

The  amount  of  bank-notes  issued,  in  making  these  a<lvances, 
may  remain  in  circulation  one  week,  or  four,  or  eight ;  the  more 
abundant  the  issuer  the  more  rapidly  will  the  public  revenue  be 
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paid,  for  the  money-market  will  be  well  supplied.  The  aotoal 
advMiee  by  tlie  bank  in  notes,  upon  a  credit  gf  i£5|000|000,  m%y 
not  exceed  X1,000,000  or  .£2,000,000  at  any  one  tnae;  the  m- 
terost,  however,  of  the  .£^000,000  will  have  run  on  steadily  in 
favor  of  the  bank.  Of  course  this  is  a  desirable  kind  of  busi- 
siness  fer  the  bank;  we  believe  it  is  equally  so  for  the  people 
and  the  goverament.  It  affords  the  bank  another  advantage. 
In  case  of  an  unfavorable  foreign  ezohange,  or  any  other  cir- 
cumstanee ,  making  it  desirable  to  reduce  its  circulation,  the 
bank  can  so  readily  but  cautiously  put  these  iSzcbeqaer  bills  on 
the  market,  as  very  rapidly  to  absorb  a  large  amount  of  depo- 
sits and  oironlation.  And  this  is  a  mode  of  reducing  a  ciroala- 
tMm»  as  nnexoeptionable  as  any  that  coold  be  adopted.  Bet  for 
ibis,  the  bank  eonld  only  adopt  the  plan  so  frequently  used  in 
this  conntry,  and  in  En^and,  too,  when  the  above  remedy 
proves  insuiEcient — that  of  refnuog  further  dSseonnts  of  oos^ 
merdal  paper,  whilst  reoeiving  payment  of  that  whieb  matures. 
When  the  bsak,  for  the  pvrpose  of  rednoiqg  its  curcnlation,  or 
of  protecting  its  vaults,  is  obl^sed  to  withhold  the  usual  fiMilities 
of  disconnt  from  men  of  business,  it  withdraws  so  mnoh  of  the 
medium  of  payment  in  daily  use,  as  seriously  to  injure  the  pr<^ 
gross  of  trade;  to  endanger  the  credit  of  individuals,  if  nofe 
worse ;  to  enhance  the  rate  of  interest ;  to  reduce  the  price  of 
commodilies;  and  thus  to  impair  mutual  confidence,  and  bring 
on  all  the  other  evils  of  a  severe  pressure*  But  the  Bank  of' 
.Sngbnd  can,  to  a  large  extent^  avcnd  these  mischiefii  by  with- 
drawing its  circulation,  and  reducing  its  deposits,  by  the  sale 
of  Bzohequer  bilk.  The  purchasen  of  thtee  bills  are  not  apply- 
ing for  diseonnts;  they  voluntarily  pay  over  to  the  bank  its 
notes,  and  give  up  theur  deposits  for  bills,  without  inccmvenience 
er  injury  lo  any  one;  and  so  fhr  the  process  saves  the  oommu- 
nity  generally  from  any  hurtful  diminution  of  the  currency. 

The  mpde  of  transacting  the  daily  business  between  the  Bx* 
chequer  and  the  bank  is  by  means  of  Bxehequer  bills.  If  ^ 
Exchequer  has  oocaston  tn  ^£5,000,000  for  a  particular  service, 
during  a  certain  quarter  of  the  year,  it  delivers  at  once,  or 
gradually,  to  the  bank  five  thousaud  bills  of  £1000  each,  and 
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receives  a  credit  on  the  books  of  the  bank  to  that  amount,  upon 
which  it  can  draw  at  pleasure.  In  the  mean  time,  the  revenue 
of  the  government,  coming  in  daily,  ia  deposited  in  the  bank. 
As  this  deposit  from  such  receipts  accumulates,  (he  bank,  day 
by  day,  or  voek  by  week,  delivers  to  the  Exchequer  so  many  of 
the  £»di8qii6r  bills  of  XIOOO  as  will  cover  the  amount  of  thd 
growing  deposit.  They  arc,  howeTer,  only  retained  as  a  col- 
lateral aeoantyy  and  held  until  the  quarterly  day  of  adjustment, 
vk'hen  they  are  returned  to  the  bank.  The  Exchequer  then  pays 
off  the  bills  aad  the  interest  by  a  check  on  the  bank.  Thus  the 
government,  on  the  security  of  Exchequer  bills,  obtains  the 
facility  and  advantage  of  issuing  Bank  of  England  notes  in  paj* 
nent  of  its  vario4s  liabilides,  as  Cut  as  they  mature  or  aoome; 
the  creditors  of  the  government  receive  their  dues  with  prompt- 
ness; the  public  has  the  advantage  of  an  increase^  volume  of 
currency,  for  which  the  deumnd  is  so  active  th»t  thore  is  not  the 
slightest  danger  of  its  being  a  superfluous  issue ;  the  hank  has 
the  advantage  of  making  a  large  advance  of  its  credits  and  notes 
iqpon  the  very  best  seourt^,  and  with  the  least  poBs3>]e  risk,  in 
otfasr  respects,  as  it  only  enlarges  its  issues  by  an  outgoing  cur- 
rent, to  Ae  same  extent  it  is  diminished  by  the  incoming  curent 
of  the  public  revenue. 

In  all  this  movement  of  the  BritiBh  treasuiy,  whidi  invohree  n 
p»yment  to  thtf  pmbfio  of  X1,000,000  sterling  each  week,  and  a 
payment  by  the  puUio  into  ibe  treasury  of  the  same  sum,  iwj 
Htfle  wnocoin  is  requhned.  The  gevenmsnt  says  to  the  public: 
<*If  you  will  veceive  these  notes  of  the  Bank  of  England  in  pay- 
msBt  of  what  is  dne  to  you,  the  Exchequer  will  in  return  reoeiTe 
'tfami  in  pnymHit  of  what  as  dm  to  the  government." 

At  first  i^ght»  ift  TBOf^kk  appear  that  the  go?emment  could, 
^rith  equal  smosss  and  advantage,  issue  its  own  notes  in  pay- 
ment of  debts  and  and  expenditures,  receivable  for  all  taxes  and 
iaeome  payable  into  the  public  treaswy.  Ko  doubt,  if  ineb 
noAes  were  tlum  employed,  the  tas-^ysst  and  debloM  to  the 
gpveniment  wonld  {^adly  purchase  them  as  •  means  of  dis- 
charging dsbt  to  the  pnblis.  But  the  actual  sjBt«m  has  the  im- 
mense advantage  of  employing  notes  of  the  Bank  c(  Bugjand, 
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already  the  chief  currency  of  the  kingdom.  Those  notes  are 
always  as  acceptable  and  efficient  as  money,  and  the  public 
creditor  is  neither  compelled  to  sell  the  security  he  receives,  nor 
to  wait  the  demand  of  the  tax-payer.  The  joint  arrrangement 
between  the  E.xchequer  and  the  bank  is,  then,  as  beneficiul  to 
the  debtors  and  creditors  of  the  government  as  itia  effective  ftad 
convenient  to  the  bank  and  the  Exchequer. 

Our  design,  in  exhibiting  this  feature  of  British  finance,  has 
not  been  to  recommend  or  approve  all  the  details  and  accessories 
by  which  it  is  surrounded.  Many  of  them  are  exceptionable. 
It  is  chiefly  the  feature  of  the  government  advancing  to  the  pub- 
lic, by  its  expenditures,  the  very  medium  in  which  the  publio 
revenue  ean  afterwards  be  paid^  to  which  we  wWd  strongly  draw 
the  attention  of  the  reader,  as  worthy  of  prolonged  study  in  all 
its  applications. 

No  other  people  in  the  world,  wo  repeat,  have  a  system  of 
finance  which,  in  this  respect,  so  alleviates  the  burden  of  taxa- 
tion. In  the  United  States,  the  public  revonie  is  only  receiva- 
ble in  gold  or  silver.  This  medium  of  payment,  which  is  only 
employed,  in  the  transaction  of  business,  in  the  payment  of  the 
balances  of  foreign  trade,  and  in  the  merest  matters  of  retail,  is 
required  to  be  produced  and  paid  over  for  the  whole  amount  of 
the  gross  revenue  of  the  general  government.  This  aggcavatee 
the  hardship  of  taxation^  and  inoreases  the  burden.  Bytihe 
lawB  of  the  United  States,  every  man  is  bound  to  pay  every  debt 
he  owes  in  gold  or  silver;  yet,  in  opemtioms  above  the  amount 
of  mere  retail,  it  is  almost  unheard  of  that  any  one  is  asquired, 
in  tiie  operations  of  industry  or  commerce,  to  pay  a  debt  in  gold 
or  silver.  The  government,  then,  exacts  from  its  debtors  pay^ 
ment  in  speoie,  which  the  people,  who  have  the  same  right  by 
law,  never  exact  as  between  themselves.  If  the  people^  as  b^ 
tween  themselves,  should  at  any  time  attempt  to  enforce  the 
praetice  of  their  government,  a  general  su^Muaion  of  paymente, 
public  and  private^  would  ensue.  The  goreniment  enforoes, 
therefore,  agiiinst  its  debtors  n  mode  of  payment  which  would  be 
disastrous,  beyond  aU  estimate,  if  enforced  the  people  against 
e«oh  other. 
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For  several  yean  previous  to  the  year  1858,  the  treasury  of 
the  United  States  contained  an  average  turn  of  $20,000,000  in 
gold  and  silver,  unemployed,  and  of  course  wholly  unproductive. 
That  involved  a  loss  of  $1,500,000  of  interest,  and  reckoning  at 
the  rates  of  interast  prevailing,  more  than  $2,500,000.  By  the 
British  system,  no  gold  or  silver  of  any  censiderahle  amount 
oomes  into  the  public  treasury,  and  of  course  none  lies  there  tin- 
employed  ;  and  instead  of  heaping  up  money  in  ihe  public  trea- 
sory,  the  British  Exchequer  pays  interest  to  the  bank  and  people 
for  a  temporary  accommodation  of  credit  every  year,  by  which 
it  is  enabled  to  receive  and  disburse  annually  $250,000,000, 
without  employing  the  precious  metals  at  all,  except  for  the 
purposes  <^  change. 

*  The  BngliBh  system  withdraws  no  portion  of  coin  or  bullion 
from  iheir  appropriate  sphere  of  usefulness.  They  may  be  em- 
ployed by  the  banhs  as  a  reserve,  as  security  for  their  issues, 
for  the  prompt  redemption  of  notes  and  deposits,  and  to  meet 
the  emergencies  of  an  unfavorable  foreign  exchange ;  but  in 
none  of  these  cases  do  the  regular  demands  of  the  public  trea- 
sury draw  upon  a  fund  so  important  to  the  steady  progress  of 
trade,  and  a  safe  condition  of  banks  and  money-market  If  the 
whole  income  of  ihe  British  treasury  were  receivable  only  in 
gold,  as  in  the  United  States,  it  would  empty  the  Bank  of  Eng- 
land at  the  rate  of  X1,000,000  sterling  every  week,  and  absorb 
its  whole  stock  in  three  months.  It  would  make  it  necessary 
for  the  Bank  of  England  to  ke^  in  its  vaults  from  Je20,000,000 
to  ^0,000,000  Sterling,  instead  of  from  £5,000,000  to 
j620,000,000,  as  has  been  done  since  the  resumption  in  1822. 
This  would  take  from  the  channels  of  business  an  average  of 
illOjOOOjOOO  sterling  in  tlto  preciuud  iiictuLs,  to  reinain  uuem- 
ploycd,  because  the  treasury,  Avhicli  only  receives  and  dinburaes 
coins,  should  have  an  average  sum  ou  baud  of  not  less  than 
twenty  per  cent,  of  the  year's  revenue. 
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I  2.  Finaririnl  sj/ftfem  of  France — ImIc  Jicfonmt — Count  Motlien  and  ' 
Marqttis  D' AudiJJ'rct  —  The  harmony  and  subordi nation  of  ihc  syntem  — 
Outline  — Relations  of  the  system  irith  domestic  exchange  —  Special  fune- 
iionariffw  diairibvtkm  of  public  fundt^  Money  to  remain  m  ireoittry 
like  tkoflett  tm9  poitibk^ Samomif  of  the  new  9^Hem~-'  (kmmiuien 
frautfert  •  jyAudiffiret  giuted  —  Money  ahmi/.i  ready  to  be  advanced  on 
jttiblic  account —  Finnness  of  the  sysfcm  —  Necessity  of  it  —  France  first 
appreciates  relations  of  public  finance  with  trade  and  in'hisiri/  —  Peril.<t 
of  credit  lessened  by  this  system  —  IVanl  of  details  —  Cuntrasi  with  tJte 
eyitem  of  tJk  United  SttUee. 

The  Bystem  of  public  finance  in  Fr  ance,  once  80  oi|nlNroilB 
and  awkward,  so  expeEUTe  and  OtherwiBO  disadTantageons  to 
the  nation,  lias,  during  the  hist  half-centnrj,  under  the  able 
ditectaon  of  Count  MoUien,  the  Marquis  D'Aodiffiret,  and  other 
eminent  men,  undergone  such  radical  changes  as  have  oom- 
pktelj  modified  both  its  principles  and  its  mode  of  operation. 
These  reforms  were  resisted,  in  every  stage  and  with  eveiy 
weapon,  by  the  parties  interested  in  maint«ning  old  abusee.  The 
persevering  eiforts  of  honest  and  enlightened  men  for  ihirtjr  or 
forty  years  overcame  all  opposition,  and  France  now  enjoys  a 
financial  system,  in  not  a  few  respects,  superior  to  that  of  any 
other  nation. 

The  great  feature  of  the  present  system  in  France  is  the  har- 
mony of  the  whole,  and  the  complete  subordination  of  all  its 
parts  to  the  central  administration,  or  Ministry  of  Finance,  in 
Ftois.  £very  ofllcer  connected  with  the  receipt  and  disburse- 
ment  of  the  public  money  is  accountable  to  that  ministry,  and 
every  officer  is  an  officer  of  the  treasury.  The  complications  of 
this  system  of  centralisation  are  still  vcrj  great,  and  perhaps 
susceptible  of  being  somewhat  simplified  with  a  farther  economy 
in  the  administration.  Bat  if  the  complexity  is  great,  the  sjs* 
tem,  order  and  regularity  are  complete  and  admirable.  The 
guards,  securities  and  precautions  against  error,  peculation  and 
fraud,  seem  to  be  perfect;  the  whole  movement  of  the  public 
money,  from  its  receipt  to  its  disbursement,  is  so  fully  spread 
upon  the  pnblic  accounts,  and  the  diecks  provided  are  so  ample, 
that  it  appears  as  If  nothing  more  could  be  effected  in  that 
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mpeet  All  tluB  ia  irorthy  of  stndj ;  but  it  is  not  the  aspect  of 
the  system  to  which  we  now  inyite  the  attention  of  the  reader.' 
We  can  onlj  give  the  merest  outline  of  the  French  treasury, 
hefore  noticing  that  feature  upon  which  we  desire  to  dwell  for  a 
brief  spaoe.  There  are  reoeiTer»^neral  in  each  of  the  eighty- 
six  departments,  into  whose  offices  the  public  revenue  of  the 
respective  districts  flows.  These  <^ces  are  appendages  of  the 
general  treasury,  and  money  paid  into  them  is  in  the  treasury, 
and  can  only  be  paid  or  withdrawn  by  the  regular  processes  of 
the  treasury.  Tb»  groat  books  of  the  minister  of  finance  at 
P^ris  contain  a  full  exhibit  of  all  the  money  in  the  various 
offices. 

No  money  can  be  disbursed  but  in  the  regular  order  of  pro- 
ceeding :  of  course  none  can  be  paid  but  by  virtue  of,  or  under 
color  of^  some  law ;  none  can  be  paid  without  a  credit  opened 
under  authority  of  the  law  permitting  the  payment ;  no  payment 
can  be  made  under  that  credit,  unless  a  spedal  order  (mandat) 
is  signed  by  a  proper  officer,  and  addressed  to  the  speoal  officer 
with  whom  the  credit  is  opened;  and  finally,  no  payment  can  be 
made,  unless  the  oflicer  to  whom  the  mandat  is  addressed  finds 
every  previous  step-in  accordance  with  law  and  instructions; 
and  when  the  disbursing  officers  make  their  return,  it  must  ap- 
pear that  every  formality  has  been  observed,  and  that  the  whole 
proceedings  are  according  to  law,  and  in  due  form,  or  the  credit 
will  not  be  allowed. 

The  whole  proceedings  of  the  officers  of  the  treasury  in  the 
processes  of  payment,  and  their  mode  of  rendering  their  accounts 

^  The  eUliorate  wofk  edited  by  M.  Maarice  Blo«K  pnblwbed  at  Paria  in 
1856,  "Dictionnaiie  de  I'AdmiiuitniUoii  Fmn^aiae,"  in  supeMroyal  8to. 

pp.  1630,  contains  ample  details  of  the  forms,  processes  and  laws  pertain- 
in^  to  tlie  financinl  svst'^m  nf  Franco.  \o  other  nation  can  bo;\st  a  work 
upon  internal  administration  to  be  compared  with  this  volume;  and  yet 
Franee  can  buast  another  work,  which,  though  not  so  abounding  in  details, 
is  Boanely  leet  inportant,  and  oertainly  more  interesting  to  the  genetal 
reader,  the  "  Diotionnaire  Politique :  E^ejclopedie  da  langnage  et  de  la 
Science  Politiques,"  super-royal  8vo.  pp.  944,  Pai  is,  1848.  This  Tolome^ 
liko  thf^  '  ther,  is  the  production  of  nn  association  of  distinguished  and  0001^ 
peieai  men,  selecting  respecu?ely  the  topics  of  their  oontributione. 
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b  snbjeot  to  the  scrutiny  of  a  court  of  accounts,  consisting  of  * 
president  (premier),  tluree  pfoaidcnts  (do  cbambre),  eighteen 
mttter  counsellorB,  eighteen  consulting  counsellors  of  the  first 
elaSB,  and  sixty-two  of  the  second  oIms,  and  of  a  proeareoT'geno- 
ral.  There  is  here  abundant  preparation  for  ocmtinj  and  watch- 
f nlness.  But  aKhongh  the  forms  are  complete,  the  systm  per- 
fecty  the  aooonntabilitj  strict  and  steadily  enforoed,  and  altfaoagh 
nine-tenths  and  more  of  the  o£Sleers  may  bo  thus  hold  to  strict 
official  honesty,  there  mast  stiU  be  ]^oints  of  contact  between  tlie 
system  and  the  outside  world,  at  which  fraads  may  enter  and 
pass  through  all  the  forms  which  official  care  and  experience 
have  provided  in  the  way  of  prevention.  Extreme  complication 
may,  indeed,  be  the  very  hiding-plaeo  of  peculation ;  nd  it  may 
be  more  difficult  to  follow  the  traces  of  a  systematic  robber  of 
the  public,  than  if  ho  had  no  such  forms  as  a  cloak  to  vitlany. 

Our  object  now  is  to  show  that  the  French  treasury,  however 
complicated  its  machinery,  and  however  numerous  its  official 
incumbents,  is  not  without  its  proper  relation  and  sympathies 
with  those  from  whom  it  derives  its  supplies.  It  is  not  divorced 
from  the  business  of  the  people.  Among  its  numerous  officials, 
is  one  in  direct  relations  with  the  chief  minister  of  finance,  who 
has  special  charge  of  the  locality  of  all  money  in  the  treasury. 
He  can  neither  receive  nor  pay  money ;  but  he  can  transfer  the 
public  money  from  <me  office  of  the  treasury  to  another,  and 
place  it  wherever  the  exigencies  of  the  government  may  require. 
It  is  in  the  office  of  this  functionaiy  that  is  established' a  direct 
and  very  important  connection  with  the  current  business  of  the 
day.  His  duty  requires  of  him  a  careful  and  timely  study  of 
the  points  of  public  expenditure ;  he  must  know  not  only  where 
the  money  will  be  wanted,  but  he  must  -have  it  rea<ly  when 
required.  To  accomplish  this  important  object,  it  become-  his 
duty  to  study  the  domestic  trade  of  the  country,  that  ho  may 
avail  himself  of  the  internal  exchanfires  in  the  necessary  dis- 
tribution  of  the  money  in  the  treasury.  It  i>  very  rare,  indeed, 
that  the  French  treasury  ever  shifts  the  locality  oi"  gold  or  sil- 
ver. It  may  require  many  circuitoa.s  truusfers  to  move  the 
excesses  of  revenue,  in.  some  depurtmcut^,  to  the  points  of  ex- 
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penditnre,  and  to  sspply  the  defioienoy  in  other  departmente. 
To  mfthe  these  transfers,  the  offioer  who  has  special  charge  of 
that  dntj  relies  ahnost  wholly  on  the  domeetio  exchanges*  He 
IS  well  informed  where  fande  are  wanted  for  the  purposes  of  in- 
dustry or  trade ;  he  learns  where  and  when  those  who  reside  in 
the  vicmity  of  each  office  of  the  treasury  desire  to  remit  funds ; 
and  he  learns  whence  and  when  they  wish  to  draw  them.  His 
office  becomes  the  depository  of  this  information,  heeanse  he 
intervenes  in  this  business  of  giving  drafts  upon  the  treasury, 
payable  at  other  points,  and  giving  money  at  his  own  office  for 
money  received  at  other  offices.  His  intervention  in  the  trans- 
mission of  funds  assists  in  balancing  the  internal  exchanges  of 
the  country ;  for,  of  course,  the  office  is  only  applied  to  when 
the  business  of  individuals  requires  such  accommodation.  But 
this  business  is  not  confined  to  receiving  money  at  an  office  of 
the  treasury  in  one  place,  and  paying  the  amount  as  may  be 
required  at  another  office,  in  a  different  place;  that  is,  to  a 
mere  exchange  of  money  between  the  treasury  and  individuals 
at  different  places ;  it  goes  much  further.  At  times  and  places 
where  large  transfers  of  funds  become  necessary,  the  proper 
officer  of  the  treasury  becomes  the  receiver  of  commercial  or 
individual  paper  to  a  large  amount. 

The  receivers-general  of  the  eighty-six  departments,  and 
their  subordinates,  the  receivers  of  the  treasuries  of  the  arron- 
tiissmenta  and  communes,  maintain  reciprocal  business  relations 
by  frequent  exchanges  of  money,  by  drafts  upon  each  other,  and 
by  bills  upon  Paris  and  other  places.  The  chief  officers  of  the 
treasury  become,  by  the  constant  report  of  this  business  to 
them,  intiuiaiely  acquainted  with  the  whole  industrial  and  cura- 
raercial  movement  of  the  population.  They  regard  it  as  ex- 
tremely important  to  these  interests,  tliat  the  money  which  is 
necessarily  withdrawn  from  private  uses  for  public  purposes, 
should  be  retained  in  the  treasury  as  gliort  a  time  as  possible. 
Out  of  300,000,000  or  400,000,000  of  francs  annually  remitted 
from  the  country  treasuries  to  Paris,  not  more  than  ten  per 
cent.,  or  30,000,000  or  40,000,000  of  francs,  aro  ever  at  one 
time  in  the  public  treasuries.    This  shows  that  disbursement  fol- 
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lows  80  rapicUj  vpcm  reoeipt,  tbat  the  money  taken  from  the 
people  for  taxes  does  not  remun,  on  the  aTerage,  more  than  a 
month  or  two  out  of  its  proper  ohannels,  and  that  the  govern- 
ment has  eareftdlj  rednoed  the  ineo&yenienee  and  disadrantage 
of  taxation  to  the  lowest  possible  point.  Bj  this  regular  and 
constant  commmiioation  with  men  of  capital  and  business,  hj 
this  constant  assoeiation  with  them  in  the  business  of  transfer- 
ring fonds,  the  officers  of  the  treasury  are  aUe  at  all  times  to 
command,  in  adTance  of  the  regnlar  receipts,  Unrge  sams  of 
monej,  which  are  freely  placed  in  the  public  treasoiy  at  low 
rates  of  interest.  Money  is,  in  fact,  frequently  pressed  upon 
the  Tarioos  receiTers  by  those  who  desire  short  but  safe  inTcst- 
ments,  and  by  those  who  would  secure,  in  good  seas«i,  the  aid 
of  the  treasury  in  placing  money  at  particular  points.  The  trea- 
surers of  the  departments  do  not  lend  money,  though  they 
receive  it  in  the  way  of  short  loans ;  they  transfer  money  for 
individuals,  and  they  purchase  bills  of  exchange  upon  such 
points  as  the  exigencies  of  the  public  may  require.  Upon  one 
^nde,  then,  tiiere  are  open  relations  between  the  public  treasuries 
and  the  moTcments  of  trade^  industry  and  currency ;  that  is, 
upon  the  side  of  the  domestic  exchanges  of  the  country ;  the 
transactions  of  the  treasury,  in  relation  to  tiie  distribution  of  its 
funds,  are  blended  with  the  movements  of  the  internal  exchanges 
as  conducted  by  the  individuak  concerned  in  it.  This  consti- 
tutes a  very  broad  field  of  contact  between  the  business  of  the 
country,  from  which  ^e  money  is  withdrawn  by  taxation,  and 
the  public  treasury.  The  public  money  being  retained  for  the 
shortest  possible  time,  is  so  managed,  nevertheless,  as  to  render 
an  important  service  in  aiding  and  regulating  the  internal 
exchanges. 

Taxation  having  reached,  in  France,  a  point  beyond  which  it 
cannot  be  increased  without  passing  the  ability  of  the  people  to 
pay,  an  alleviation  of  the  burden,  like  that  we  have  just  men- 
tioned, is  of  signal  advantage.  According  to  the  former  revenue 
system  of  France,  the  money  remained  for  many  months  in  the 
hands  of  the  receivers,  who  merely  made  advances,  on  interest, 
to  the  government  from  time  to  time,  and  settled  their  accounts 
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onoe  a  yesr.  Now,  all  money  is  held  to  bo  in  the  treasury  from 
llie  moment  it  is  received  into  the  office  of  any  department;  and 
it  Is  sent  into  the  general  circulation  again  with  as  little  delay 
«8  poflsible.  Ihe  aasistaiico  thus  afforded  to  the  adjustment  of 
the  domestic  exchanges  greatly  promote!  punctuality  in  com- 
mercial  and  industrial  payments  and  remittances,  by  diminish- 
ing tho  expense  and  the  disturbances  occasioned  by  paying  the 
balances  of  the  internal  trade.  These  features  of  the  present 
financial  system,  l»y  which  it  is  so  dosely  connected  with  the  in- 
ternal trade  and  exchanges,  are  regarded  by  an  eminent  French 
writer  upon  finance  as  rendering  leas  neoessary  in  France  than 
in  other  count  t  ies,  that  development  of  credit  in  banking  which 
is  so  prevalent  and  so  dangerous  elsewhere.^ 

The  same  author  informs  us  that,  under  this  system,  the  ex- 
penses of  the  negotiations  or  transfers  of  the  treasury  fell  from 
66,000,000  of  francs  to  2,000,000  or  8,000,000,  upon  the  move- 
ment of  four  to  five  milliards  of  francs ;  and  that  the  credit,  or 
confidence,  upon  which  this  business  proceeds  has  long  been 
upon  such  a  solid  base,  that  it  has  survived  uninjured  many 
political  revolutions ;  and  that  the  people,  thus  brought  into 
special  relations  with  the  treasury,  have  long  since  perceived 
the  propriety  of  yielding,  in  all  matters  pertaining  to  public 
finance,  to  the  formalities  and  precautions  of  the  treasury* 

No  intermediary  is  permitted  by  the  treasury  in  its  financial 
operations.  All  that  is  done  between  the  officers  of  the  treasury 
and  men  of  business  must  be  done  in  the  forms  and  methods  of 
the  treasury,  which  takes  all  the  power,  and  assumes  all 
the  responsibility.  Not  even  the  Bank  of  France  is  exempt 
from  this  rule.  It  deals  with  the  treasury  only  as  individuals 

'  This  is  ii  r«'iimrk  of  the  Miu-(|ui.s  D'Audilfrol,  one  of  tho  most  distin- 
guished of  the  French  Ministers  uf  Financo — a  minister  to  whum,  with  Count 
MolUen,  the  FrMidh  Govanraunt  b  ohitfly  iadtbled  for  that  great  fiaaooial 
reform,  whioh,  beginung  half  a  eentory  ago,  baa  oonvarlad  the  Vreneh 

revenue  system  from  one  of  the  worst  to  cue  of  the  best,  if  not  the  very 
best,  in  the  world.  The  Marquia  D'AudifTrct  published  in  Paris,  in  1334, 
in  six  volumos  8vo,  "  Systeme  Financier  de  la  France,"  a  work  to  wliich 
we  contidentiy  refer  the  render  as  among  the  best  on  national  finance  which 
haa  jet  appeared  in  any  country. 
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may  do;  there  is  no  fin*noial  connection  between  the  bank  and 
the  treasvry.  The  treasury  is  enabled  by  law,  through  its  offi- 
cers, to  perform  all  the  acts  necessary  to  its  full  operation,  with- 
oat  any  dependence  on  the  bank ;  it  would  borrow  from  the 
Bank  of  France  only  as  it  wonld  from  individuals.  The  treasury 
is  itself  an  institution  having  many  of  the  features  of  a  bank,  of 
which  the  offices  in  the  departments  are  branches.  It  absorbs  a 
large  portion  of  the  business  of  the  domestic  exchange,  because 
the  distribution  of  the  public  funds  is  a  business  of  the  same 
nature ;  to  keep  the  public  exchange,  or  distribution  of  funds, 
wholly  separate  firom  the  private,  would  be  an  injury  to  both. 
The^receiven  of  the  departments  are  authorised,  imder  the 
direction  of  the  minister  having  special  charge  of  the  distribii" 
tlon  of  the  public  moneys,  to  deal  in  the  domestic  exchanges  so 
far  as  may  be  needful  to  effisct  the  objects  of  the  treasury.  And 
for  this  they  are  allowed  to  charge  a  commission,  when  the  rates 
of  domestic  exchange  admit  of  it  without  expense  to  the  govern- 
ment. It  is  obvious  that  the  eifect  must  be  to  facilitate  remit- 
taaoes,  promote  punetnality,  and  lessen  the  rate  of  domestic 
exchange.  The  latter  result  is  so  obvious,  that  it  has  often  been 
the  subject  of  complaint,  that  this  intervention  of  the  treasury  in 
the  domestic  exchange  is  an  injury  to  bankers  who  are  specially 
engaged  in  this  bustness.  To  this  it  is  replied  that  the  treasury, 
Kb  doing  this,  is  only  attending  to  its  own  business  in  the  best 
way,  and  that  all  its  exchange  transactions  in  paper  are  but  a 
branch,  or  a  small  fraotiou,  of  its  business.  The  profits  made 
by  the  receivers  are  an  economy  to  the  treasury,  because  it  is 
by  this  mode  of  proceeding  that  the  expense  of  dbtributing  the 
public  lands  is  reduced  to  its  minimum. 

'*The  receivers-general,  eighty-six  in  number,  are  the  con- 
stant auxiliaries  of  the  local  officers,  whose  operations  and  acts 
they  aid  by  timely  provision  of  the  ways  and  means  applicable 
to  tiie  necessities  of  every  day,  and  evi»y  locality.  It  is,  in  fisct, 
through  them  that  the  treasury  is  enabled  to  meet  every  exigency, 
by  its  ready  access  to  the  capital  of  men  throughout  the  coun- 
try, who  willingly  commit  their  money  to  the  public  through  the 
hands  of  these  faithful  depositories  of  the  national  funds.   It  is 
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through  the  confidence  they  inspire,  by  their  ctfreful  regard  for 
private  as  well  as  public  interests,  tluit  the  idea  of  taking  shares 
in  the  great  book  of  the  national  debt  is  becoming  daily  more 
familiar'  and  popular.  It  is  upon  the  faith  reposed  in  these  tre»> 
■oriesof  the  departments,  and  upon  the  ad?aDoes  thej  can  always 
command,  so  fully  proportioned  to  the  necessities  of  the  mommt, 
that  a  reserve  of  more  than  a  hundred  millions  of  francs  is  eon* 
Stantly  at  the  disposition  of  the  minister  of  finance. 

We  may  demand,  then,  what  oould  replace,  with  such  seci»- 
rity  and  economy,  a  treasury  system  so  well  tried,  and  so  mucli 
approveil  in  France ;  so  generally  admired  abroad,  so  favorable 
to  all  interests :  a  system  which,  sabjeoted  for  more  than  thirty 
years  to  the  perilous  vicissitudes  of  so  many  political  chsmges, 
has  not  ceased  its  regular  operations  for  a  single  day ;  has  not 
for  one  instnnt  superseded  iIh-  full  use  or  due  application  of 
the  publio  funds ;  has  sot  suffered  any  deficit  of  the  money  in 
charge,  nor  any  misapplication  of  resources,  general  or  special ; 
and  has  not  promptly,  in  all  circumstances,  yielded  to  the 
requirements  of  law,  and  to  the  checks  of  that  aeconntability 
needfjil  to  public  security."' 

The  task  of  a  minister  of  finance  would  be  incomplete,  as  a 
jregnlator  of  the  movement  of  the  national  wealth,  if  be  could 
not  direct  the  distribution  of  the  pnhlio  funds  derived  from  taxa- 
tion and  from  credit ;  funds  which,  from  this  double  source,  arc 
pouring  into  the  tiMury,  and  from  the  treasury  into  tiie  chaar 
nels  of  a  circulation  of  paper  and  of  coins ;  which  funds  are 
.thus  continuslly  withdrawn  for  a  short  time  from  the  employ- 
ments of  industry  and  trade,  to  be  immediately  restored. 
The  local  equilibrium  of  receipts  and  disbursements  cannot  bo 
maintained  properly  and  exclusively  for  the  public  treasury,  if 
at  the  same  time  private  interests,  so  far  as  they  arc  concerned 
in  the  matter,  arc  not  assured  by  a  wise  and  skilful  manage* 
ment  in  the  distribution  of  the  publio  funds. 

France  b  the  only  nation  which  has  fully  aj^reciated  the 

1  SjsUme  f  uuinei«r  da  b  f  lanos^  par  La  Maiqiiis  B'Andi&al,  torn,  i 
p.  353. 
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intimate  connection  between  the  operations  of  finance  and  the 
general  movement  of  individual  transactions,  and  whicli  lias  kept 
them  in  perfect  harmony  with  each  other,  witliout  disturbing  the 
'  regular  progress  of  either,  by  means  of  a  mechauidiu  skiifalljr 
acUpted  to  the  administration  of  the  treasury. 

"Bat  that  this  incessant  disposal  of  the  means  and  daily 
eadgendee  of  every  locality  be  not  deranged,  in  the  hand  which 
regulates  it  in  all  parts  of  the  country,  it  is  indispensable  to 
leave  to  his  direct  and  immediate  disposition  tiie  numerous 
agents  and  functionaries  who  aocnmulate  tlic  funds  to  be  distri- 
buted, who  transmit  them  sometimes  from  the  tax-payer  to  the 
public  creditor,  sometimes  from  the  offices  of  the  receivers  into 
the  channels  of  commerce,  in  exchange  for  credits  in  accounts 
ourrept,  or  for  bills  of  exchange  payable  on  time  at  Paris  and 
upon  other  places.  These  conversions  of  specie  into  commercial 
paper  on  time,  these  reciprocal  advances  of  the  agents  of  the 
treasury,  and  their  private  or  unofficial  correspondents,  who 
accept  from  and  render  favors  to  the  public  treasury  according 
to  local  necessities  and  the  wants  of  the  treasary,  maintain  at 
all  points  of  the  country  the  ways  and  means  necessary  to 
balance  the  exchanges,  assure  the  punetnal  fulfilment  of  all 
engagements,  and  give  a  firm  basis  not  only  to  private  but  to 
public  credit.  Iliis  beautiful  financial  organization  gives  great 
energy  to  the  action  of  authority,  by  affording  assbtanoe  to  all 
interests,  public  and  private,  and  thus  aids  the  execution  of  its 
orders  even  in  times  of  the  greatest  diffieulty. 

"  The  example  of  other  nations  has  amply  taught  ns  how  im- 
prudent it  is  to  abandon  a  prerogative  involving  such  influenee, 
to  establishments  direoted  by  a  special  and,  so  to  speak,  indi- 
vidual interest,  and  which  are  not  attached  by  strict  ties  to  the 
direct  and  universal  impulse  of  government  This  powerful  con- 
sideration counsels  ns,  in  France,  never  to  extend  the  sphere  of 
public  banks  and  institutions  of  credit  beyond  a  certain  limit, 
distinctly  and  practically  traced,  by  the  power  of  the  existing 
oirculation.  It  is  enough  that  banks  and  institutions  of  credit 
be  permitted  to  supply  that  defieieney  of  the  circulation  which 
the  present  stock  of  money,  the  existing  currency,  and  the 
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operationfl  of  the  treasaiy,  irith  all  hs  rabordinate  offices  and 
fanetionaries,  cannot  fornish."^ 

Thongb  alleged  as  a  great  fault  in  the  financial  sjstem  of  the  - 
United  States,  that  it  is  who.nj  secluded  from  the  business  of 
the  country;  that  it  manages  the  whole  transactions  of  the* 
public  treasury  without  reference  to  any  direct  benefit  which 
miglit  be  conferred  upon  the  people  at  large,  or  any  burden 
which  might  be  lessened,  or  any  regulating  power  which  might 
be  beneficially  exerted,  we  are  not  yet  sufficiently  informed  of 
the  details  and  results  of  the  French  system,  in  regard  to  which 
the  Marquis  indulges  so  much  complacency,  to  make  a  fair 
comparison  between  them.  We  have  no  reason  to  question  his 
conclusions  ;  but  neither  he  nor  any  other  writer  tliat  we  havo 
met  with,  furnishes  full  information  in  rc;^ard  to  tlie  practical 
operation  of  that  mode  of  dealing  in  domestic  exchange  carried 
on  so  extensively  by  the  treasury  of  France,  through  its  branches 
in  the  departments.  Until  this  is  known  in  detail,  no  satisfac- 
tory conclusions  can  be  readied,  and  no  reliable  estimate  can  bo 
formed  of  the  true  value  of  the  system,  and  especially  of  its 
applicability  elsewhere. 

It  is  clear,  from  this  and  other  passages  in  the  works  of  tho 
Marquis  D'AudiftVet,  that  the  friends  of  the  present  admirable 
financial  sjstem  of  France  sympathize  with  the  friends  of  tho 
Independent  Treasury  of  tho  United  States,  in  a  jealousy  of 
banks  of  circulation.  It  is  remarkable,  that  whilst  both  partabo 
of  this  feeling,  they  havo  taken  opposite  directions  in  their 
practical  measures.  In  France,  the  public  treasury  has  resolved 
itself,  through  its  eighty-six  branches,  into  a  great  institution 
for  the  management,  aid  and  regulation  of  the  domestic  ex- 
changes, havini:  many  of  tho  characteristics  of  a  vast  national 
bank.  In  this  country,  all  connection  with  tho  current  business 
has  been  severed,  the  treasury  performs  no  function  of  a  bank, 
it  recognises  no  persons  but  those  from  whom  it  receives  money, 
and  to  whom  it  pays  money  —  its  debtors  and  creditors.  What- 

'  Systems  Financier  de  la  France,  par  Le  Marquis  D'Audiffret,  torn.  i. 
pp.  532-3-4. 
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ever  bas  been  done  beyond  this  is  against  the  spirit  of  the  sys- 
tem, and  the  letter  of  the  law.  Like  an  incUndual  who  keeps 
no  bank  account,  cor  public  treasury  merely  receives,  keeps  and 
pays  out  its  own  money.  The  people  of  the  United  States 
mnkc  all  their  large  payments  through  banks.  The  treasury 
wholly  discards  them :  the  people  employ  almost  exclusively  a 
paper  currency  —  the  treasury  wholly  discards  it,  and  receives 
only  gold  or  silver.  The  treasury  of  the  United  States  discards 
all  relations  with  banks,  with  paper  currency,  with  industry,  and 
>vir^:  trade.  It  is  a  mere  creature  of  income  and  disbursement. 
The  French  treasury  associates  itself,  or  blends  its  processes, 
with  the  gen«nil  business  of  the  country,  so  far  as  even  to  sup- 
ply, to  some  extent,  the  place  of  banks  or  institutions  of  credit ; 
the  idea  being  that,  so  far  as  the  treasury  can  aflford  the  same 
facilities  in  regard  to  domestic  exchange  which  banks  give,  it 
should  do  so  to  the  exclusion  of  banks ;  that  private  institutions, 
wholly  under  the  guidance  of  private  interests,  cannot  so  fully 
promote  the  general  interests  as  the  action  of  the  treasury,  when 
directed  to  the  same  end. 

The  prevailing  opinion  in  the  United  States  is,  that  neither 
banks,  nor  individnals,  nor  the  officers  of  the  treasury,  can  pro* 
perly  be  allowed  any  discretion  where  the  public  funds  are  con- 
cerned. Our  republic  thus  exhibits  less  confidence  in  official 
virtue  than  the  monarchical  government  of  France.  Can  it  be 
tliat  experience  has  generated  this  distrust? 
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2  3.  T/ie  Tir  isuri/  of  (hi-  United  States  — Act  of  Couf/ress,  lH4(i  — Paper 
currency  Uie  usage  of  the  coviUry  —  Departure  from  image  —  Effect  upon 
ike  hankt'^Aebance  of  uUtnd'^Inaraue  of  private  bankt  —  Economy 
^ the  tjfttem  ^DiffiaiUy  of  eseotiion  —  THm  ttmeiy  a  Hep  Utward*  hank' 
ing Dometiie  egehange  and  the  treatury — New  York  the  eeriire  of  the 
operations  of  the  treasury  and  the  domestic  exchanges  —  TVansmitsion  of 
funih  (r>  ami  from  New  York — Pajfcr  op^'radims  if  the  (reasury  —  The 
present  system  seldom  of  adcantnt/e  to  public  creditors  —  Indirect  taxation 
and  California  gold  have  favored  iltc  Independent  Tieasurg. 

The  tteaMmj  of  the  United  States  Is,  by  law,  established  in 
the  bnildings  appropriated  to  that  purpose  in  Washington: 
**and  all  moneys  paid  into  the  same  shall  be  snbjeet  to  the  draft 
of  the  treasnter,  drawn  agreeably  to  appropriations  made  by 
law.'*  There  are  seven  sab-treasories,  or  offices,  for  the  safe 
keeping  of  money  oat  of  Washington,  respectiTely  at  PhiladeU 
ph»y  TXew  Torh,  Boston,  Charleston,  New  Orleans,  St.  Louis, 
and  San  Fiandsco.  By  the  act  of.  Congress  of  1846,  which 
established  what  has  since  been  called  the  Independent  Trea- 
sury, it  is  provided  "  that  the  treasurer  of  the  United  States, 
the  treasurer  of  the  mint  of  the  United  States,  the  treasorera 
and  those  acting  as  snch  of  the  Tarioos  branch  mints,  all  col- 
lectors of  the  easterns,  all  snrreyors  of  the  costonis  acting  also 
as  collectors,  all  assistant  treasorers,  all  receirers  of  pablic 
moneys  at  the  sereral  land  offices,  all  postmasters,  and  all  pnUio 
officers  of  whatsoerer  character,  be  and  they  are  hereby  required 
to  keep  safely,  without  loaning,  using,  depositing  in  banks,  or 
exchanging  for  other  fands  than  as  allowed  by  this  act,  all  the 
pablic  money  collected  by  them,  or  otherwise  at  anytime  placed 
in  their  possession  or  custody,  till  the  same  is  ordered  by  the 
proper  department  or  officer  of  the  goTemment  to  be  transferred 
or  paid  out that  all  collectors  and  receiTcrs  of  pubHo  money, 
of  every  character  and  description,  shall,  so  frequently  as  they 
may  be  directed  by  the  Secretary  of  the  Tireasury  or  the  Post- 
master-general, pay  over  to  the  treasurer  of  their  respective  dis- 
tricts all  pablic  money  colleeted  by  them  or  in  their  hands ;  and 
it  shall  be  the  duty  of  ihe  Secretary  and  Poetmaster-general 
respectively  to  order  such  payments  by  the  said  collectors  and 
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rcceiverB  at  all  said  places  at  least  as  often  as  once  in  each 
week,  anfl  as  much  more  freciuently  in  all  cases  as  thoy  in  their 
discretion  may  think  proper."  It  is  further  enacted  in  the  same 
statute,  ''that,  on  and  after  the  1st  of  January,  1847,  all  sums 
payable  to  the  United  States  shall  be  paid  in  gold  or  silver  coin, 
or  in  treasury-notes  issued  under  the  authority  of  the  United 
States:  "that,  on  and  after  the  1st  of  April,  1847,  all  payments 
shall  be  made  in  gold  or  silver  coin,  or  in  treasury-notes,  if  the 
creditor  agree  to  receive  said  notes  in  payment:"  "that  no  ex- 
change of  funds  shall  be  made  by  any  disbursing  officer  or 
asicnts  of  the  government,  of  any  grade  or  denomination  what- 
ever, otlier  than  an  cxchanire  for  gold  or  silver  ;  and  every  such 
disbursing  oilic  cr,  when  the  means  for  his  disbui-scments  are  fur- 
nished to  him  in  gold  niid  silver,  shall  make  liis  payments  in  the 
money  so  furnislied ;  or,  when  those  means  shall  bo  furnished  to 
him  in  drafts,  shall  cause  those  drafts  to  be  presented  at  their 
place  of  payment,  and  properly  paid  according  to  the  law,  and 
shall  make  his  ])aymcnt3  in  the  money  so  received  for  the  drafts, 
unless  in  either  case  he  ottQ  exchange  the  meaos  ia  his  hands  for 
^old  and  silver  at  par.** 

The  Secretary  of  the  Treasury  is  required,  by  the  same  act, 
to  issue  regulations  to  enforce  the  speedy  presentation  of  govern- 
ment drafts  for  payment  at  the  place  wliere  payable,  and  to  pro-  < 
Bchbe  the  time  within  which,  according  to  distance  from  Wash- 
ington, all  drafts  upon  the  holders  of  publio  moneys  shall  bo  pre- 
sented for  payment :  and  these  regulations  so  to  be  enforced  are 
speciallj  intended  "  to  guard,  as  far  as  may  be,  against  those 
drafts  being  used  or  thrown  into  circulation  as  a  paper  currencjy 
or  medium  of  exchange." ' 

The  financial  system  established  hj  this  act  of  Congress  is 
that  which  still  governs  the  Treasnrj.  Its  main  object  was 
to  restrict  the  receipts  into  the  treasury  and  its  payments  to 
gold  and  silver  coins.  The  verj  important  privilege  of  paying 
in  trSBSnry-notes  has  had  no  practical  effect :  wo  shall  refer  to 
it,  howsTcr,  befors  ws  dose  the  chapter.   Ihe  result  of  this  act 

*  Aot  of  Congress  August  5tb,  1846. 
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was  to  introduce  a  new  and  severe  feature  into  public  business. 
The  usage  of  the  people  in  this  country  has  been  to  make  Jill 
large  payments  in  paper  curreTicy.  or  by  the  agencv  of  banks. 
This  usage  has  grown  in  streiiglii,         ?pread  more  \viilely  year 
by  year,  until  it  may  be  said  that,  for  the  last  forty  years,  not 
one  per  cent,  of  the  transactions  of  trade  and  industry  within 
our  borders  have  been  effected  by  the  medium  of  gold  or  silver 
coins.    Although  this  uaage  has  been  the  object  of  severe  and 
continued  attacks  from  a  host  of  editors  and  authors,  and 
although  the  people  have  had  often  before  them  the  most  lament- 
able specimens  of  the  manner  in  which  a  paper  currency  may 
bo  abused,  aii<l  of  the  sad  effects  of  such  abuses,  they  continue 
to  multiply  banks,  aad  to  employ  them  as  the  chief  agents  in 
effecting  the  payments  accruing  upon  the  annual  domestic  trans- 
actions of  the  eountry.   In  18S0,  there  were  330  banks  in  the 
United  States ;  now  there  are  over  1400.  This  is  nnanswerable 
evidence  of  the  usage  of  the  country  —  a  usage  which  grows  in 
tho  face  of  the  constitutional  pirovision,  that  every  individual  has  a 
right,  of  which  neither  Congress  nor  the  Legislature  of  any  State 
can  deprive  him,  to  exact  payment  of  what  is  due  to  him  in  gold  or 
ailTor.   £very  man  in  the  country  may,  at  hie  pleasure,  elect  to 
do  so,  and  no  penal^  can  befall  him,  except  what  his  fellow- 
eitiaens  may  inflict  upon  him  by  refuiiBg  to  have  dealings  with 
one  who  time  departs  from  the  customary  modes  of  doing  busi- 
ness.   The  government  of  the  United  States  has,  however,  so 
administered  the  aet  of  August,  1846,  as  to  do  what  no  man 
of  large  bnsineBs  has  ever  done  in  this  country — it  has  broken 
through  the  usago  of  the  people,  and  has  for  ten  yean  refused 
to  reoeire  any  thing  but  gold  or  silver  coins  into  the  public  trea* 
suiy*   It  has  thus  divoreed  itself  in  finance  from  the  popular 
mode  of  effiwtuig  payments.  The  whole  payments  of  tho  cottntry^ 
industrial  and  commercial,  made  throa^  the  banks,  and  by 
means  of  individual  paper,  exceed  tiiose  of  the  treasury  not  less 
than-  a  thousand-fold;  and  yet  they  are  successftd^  acoom* 
pushed  by  means  which  the  national  trettuiy  disowns  and 
r^eota. 

It  is  a  striking  feature  of  this  measure,  that  whilsl  it  is  tmir 
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nently  anti-popular  in  its  character,  public  payments  being 
exacted  in  %  noda  which  would  not  be  tolerated  in  the  walks  of 
business,  jet  the  government  is  not  only  sustained  in  a  financial 
policy  without  parallel  in  the  circumstances,  but  the  measure  is 
regarded  with  much  complacency,  and  deemed  by  many  a  public 
benefit.  The  fact  is,  that  this  exclusive  and  severe  policy  which 
maintains  a  gpld  and  silver  currency  for  the  gO¥emment,  wl)il9t 
the  people  content  themselves  with  one  of  paper  or  credit,  h 
apparently  successful.  Its  evil  eonseqnences,  if  great,  are  not 
Tisible;  they  are  like  that  taxation  which  is  imposed  upon  forci2:n 
products,  not  perceiTed  nor  directly  felt  by  the  consumer  or  suf- 
ferer. In  many  countries  it  might  have  produced  an  explosion 
which  would  have  blown  up  the  system.  The  people  here,  how- 
ever, readily  abandon  to  the  government  the  hard  currency  the^  . 
decline  employing  themselves.  The  experiment  has  shown  that 
the  government  can  pursue  this  financial  policy,  and  collect  its 
whole  revenue  in  the  precious  metals,  without  direct  or  apparent 
evil  rtedts.  It  has  turned  out  to  be,  on  the  surface,  rather  a 
question  between  the  government  and  the  banks,  than  between 
the  people  and  the  government. 

In  the  United  States,  the  banks  are  the  only  largo  holders 
of  gold  and  silver  coin.  Being  a  costly  commodity  to  keep, 
they  limit  the  sum  retained  to  an  amount  as  low,  or  lower  than 
is  consistent  with  their  safety.  Their  cireulation  and  deposits 
being  payable  on  demand,  they  restrict  the  amount  to  a  sum 
snflioieint  to  meet  the  probable  demand.  This  adjustment,  de* 
pending  so  mueh  npon  oontiii'^eucies  and  conjecture,  is  one  which 
is  watched  with  great  care  and  anxiety  by  the  banks.  It  is,  of 
course,  a  very  sensitive  line  which  the  banks  fix  as  the  boundary 
of  probable  demand;  it  is  easily  disturbed,  and  apprehennon 
sometimes  shakes  it  as  much  as  aotual  invasion.  The  banks 
being  the  only  depositories  of  specie^  being  under  the  necessity 
of  paying  it  when  required,  and  without  the  privilege  of  asking 
a  premium  according  to  the  intensity  of  the  demand,  become  the 
source  from  which  all  the  coins  needed  for  payment  into  the 
treasury  are  obtained.  But  for  this  position  of  the  banks,  the 
revenoo  of  the  United  States  could  not  be  collected  without  coins 
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going  to  %  high  |iraBktiiu  Dealera  in  the  precions  metals  would 
dottbfciesa,  in  such  eaie^  purchase  and  hold  coins  for  those  who 
required  them  for  payment  to  tiio  gpvernment,  but  not  without 
ft  full  profit  on  thftk  Imuness.  The  actual  result  has  been  that, 
since  1847,  the  treasury  of  the  United  States  has  absorbed  from 
$1,000,000  to  $1,^,000  of  coin  weekly,  nearly  the  whole  of 
which  has  been  derived  from  or  through  the  banks.  Ah,  during 
tbe  greater  part  of  the  time  tince  1847,  the  gold  of  California 
has  been  flowing  into  the  country  in  a  stream  nearly  equal  to 
the  pablie  retrenna)  the  banks  have  not  snffered  from  this  ab- 
sorption of  specie  by  the  treasury  so  mnoh  as  they  might  other- 
wise have  done.  Ibey  have,  however,  been  oontinuallj  reminded 
of  the  depleting  power  which  the  treasury  held  over  them.  The 
eSiBOt  has  been  that,  between  the  occasional  large  demands  for 
specie  to  ship  to  Europe  and  the  more  constant  but  not  regular 
demand  for  the  treasury,  the  banks  have  been  kept  for  the  last 
ten  years  in  a  state  feverish  excitement  very  unfavorable  to  a 
steady  policy  and  the  true  interests  of  trade.  The  great  activity 
of  foreign  commerce,  and  the  vast  movements  of  domestic  indus- 
try and  trade,  eeemed  to  demand  and  warrant  a  considerable 
expansion  of  credit  and  bank  accommodation ;  when  this  began 
gradually  to-  be  oonoededy  the  banks  were,  at  short  ^teriods, 
checked  by  the  ontward  oorrent  of  specie  to  Europe,  and  the 
inward  flow  to  the  treasury.  These  cheeks,  althongh  felt  by  the 
banks,  could  not  always  be  immediately  nnderstood.  The  blow 
might  fall  npon  one  or  two  banks  only  at  a  time,  and  through 
ihem  npon  oUiers ;  the  nneertainty  as  to  the  qnarter  from  which 
demand  came  was  aoeompanied  liy  equal  doubt  as  to  its  extend 
or  continuance.  These  checks  almost  always,  induced  some  oon- 
traotion  of  currency,  or  some  hesitation  in  theur  diseounts  on  ihe 
part  of  the  banks;  and  tiiis  has  led  to  one  of  the  most  striking 
.results  of  our  present  ireasniy  system.  Banks  may  prudenUy 
hesitate;  they  may  deem  it  necsssaiy  to  contract  thehr  issues; 
but  thdr  customers  cannot  do  thin:  their  liabilities  condnue  to 
mature^  and  must  be  mat;  and  when  the  banks  decline  or  hesi* 
iate,  the  needful  facilities  mast  be  found  elsewhere.  A  Ugh  rate 
of  interest  baoiime  the  inevitaUe  rseult;  the  rate  of  intecesi 
89 
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being  determined,  as  we  have  explained,  not  by  the  abundance 
or  scarcity  of  coins  or  specie,  but  by  the  demand  and  supply  of 
those  funds  usually  employed  in  paying  debts.  The  banks  being 
kept,  by  the  general  activity  of  trade,  in  a  gtate  of  considerable 
expansion,  and  by  the  double  demand  for  specie  in  a  constant 
state  of  trepidation,  often  failed  to  meet  the  jiut  expectations  of 
their  customers ;  and  a  demand  for  the  means  of  payment  sprung 
up  in  onr  chief  cities,  outside  of  the  banks,  which  finally  induced 
a  large  class  of  capitalists  to  enter  into  the  business  of  discount- 
ing notes.  There  are,  probably,  now  in  the  United  States  a 
score  of  private  bankers  for  every  one  there  was  in  1847.  £iit 
there  were,  probably,  an  hundred  persons  employing  their  means 
in  discounting  private  securities  in  1857,  for  one  in  1847.  Tfas 
high  rate  of  interest  which  had  prevailed  for  so  many  years, 
proved  a  powerful  temptation  to  capitalists;  and  the  amonnt 
attracted  to  this  business  was,  in  many  places,  estimated  to  ex- 
ceed many  times  the  capital  of  the  banks.  This  is  believed  to 
have  been  the  case  in  Philadelphia.  In  New  York,  and  other 
cities,  it  is  known  to  have  been  very  great.  What  the  effect  has 
been,  of  this  large  diversion  of  capital  from  its  former  appliea^ 
tions,  it  is  impossible  to  describe ;  but  it  must  have  been,  and  is 
now,  disastrous.  Bat  with  all  this,  the  rate  of  intereat  con* 
tinued  high  until  the  crash  came,  nntil  importations  fell  oH^  and 
nntil  the  banks  wm  wholly  relieved  from  the  fordgn  demand 
for  specif  and  th«  amount  going  Into  the  treasniy  fell  off 
one4ialf» 

It  is  possible  there  may  have  been  some  advantage  to  the 
oonntry  In  all  this  financial  disturbance  and  complication.  We 
cannot  ooi^ectnre  to  what  a  state  of  expansion  the  hanks  woold 
hwe  gone,  if  they  had  not  thos  been  held  m  chedt ;  it  would  be 
still  more  diificnlt  to  oo^jeotore  whether  the  evils  of  the  crisis 
and  the  revulsion  would  have  been  more  or  less,  if  they  had  fol* 
lowed  upon  a  greater  expansion  of  the  banks,  or  upon  the  mere 
extension  of  individual  credit,  as  was  the  case  in  this  instanoe. 
However  ihat  may  be,  the  actual  progress  of  this  great  financial 
movement  has  been  to  transfer  from  the  pockets  of  the  men  of 
industry  and  trade  in  this  country  to  th«  nMNiey4endeffBy  from 
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950,000,000  to  9100,000,000  more  tlian  the  ftmoant  of  interest 
which  they  would  otherwise  have  paid.  We  regard  this  as  a 
regular  hiiainess  transaotion ;  and  large  as  the  sum  which  was 
ihns  levied  upon  indvstry  and  trade  by  men  of  ci^ital,  it  was  in 
the  regular  course  of  hnsiness;  it  might  have  proved  far  worse 
for  those  interested,  if  they  conld  not  have  bhtained  this  snooor, 
heavily  as  they  have  paid  for  it.  The  solution  of  the  difficulty 
lies  in  the  inquiry,  wlwt  caused  and  sustained  this  high  rate  <^ 
interest  ? 

We  are  far  from  thinking  that  other  causes  have  not  inter- 
vened in  this  prolonged  high  rate  of  interest ;  but  we  are  confi- 
dent that  the  one  we  propound  has  been  by  far  the  most  potent. 
The  disturbances  in  our  money-market,  and  the  mysterious  con- 
duct of  the  banks,  have  been,  during  the  last  ten  years,  more 
than  ever,  subjects  of  wonder  and  speculation.  Whoever  reflects 
thut,  during  this  time,  the  banks  were  under  the  operation  of  a 
great  double-action  engine,  which  drew  one  stream  of  specie  to 
the  public  treasury,  and  ejected  another  into  Europe,  will  cease 
to  wonder  at  the  uusLoudy  policy  they  pursued. 

Much  has  been  said,  and  much  moro  mi^ht  be  said,  about  the 
ecoiioinv  of  mairitriiiiing  an  exclusivo  currency  of  C'tiu  for  the 
trcasurv  of  the  United  States.  If  the  reasons  in  iis  favor  were 
BuflBcicntly  strong,  perhaps  this  consideration  would  be  of  little 
consequence  to  a  national  treasury.  But  these  reasons  may  be, 
and  are  likely  to  be,  the  subject  of  question,  so  long  as  the 
people  at  large  —  every  individual  being  entitled  by  law  to  the 
privilege  of  piiying  and  receiving  coin  in  all  his  dealings  —  shall 
choose,  as  they  now  do,  to  employ  paj>er  currency  and  the  facili- 
ties of  banking  in  preference.  So  long  as  this  is  the  case,  the 
cost  of  a  currency  of  coin  for  the  government  will  be  regarded 
by  many  as  a  needless  burden,  and  a  want  of  economy  without  . 
excuse.  It  will  continue  to  be  said,  that  what  is  good  enough 
for  the  people  is  good  enough  for  the  government.  The  people 
are  certainly  free  in  their  choice  of  a  currency  for  themselves, 
and,  therefore,  that  choice  is  the  expression  of  actual  public 
opinion.  The  real  cost  of  keeping  up  this  system  as  now  ad- 
ministered would  be  estimated  differently,  according  to  the  dif- 
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feront  modes  of  vieviBg  the  subject.  Whatever  the  conclusions 
formed  as  to  the  ftCtnal  cost,  whether  #500,000  or  $2,000,000, 
the  sum  is  too  considerable  to  he  beneath  notice  in  itself, 
although  uungniileaiit  in  eomparisoa  of  the  indirect  loss  and 
bjoiy  tp  the  indostrial  interests  of  the  eonntty. 

The  diiBcnlty  of  carrying  ont  strictly  tiiiB  ^aa  of  an  exc^ 
sive  metallic  correnc^  in  all  financial  traasaofctons  of  the  govern- 
ment, iras  fi>nnd  from  the  first  lio  be  Toy  great.  It  inTohred  a 
vast  and  complicated  distribntion  4>f  coin  from  points  where  the 
remne  was  chiefly  received  to  the  plaoes  of  disbmnement.  To 
remove  snch  masses  of  coin,  imposed  great  ezpeD8e<and  great 
risk.  Disbursing  officers  conld  not  be  all  snpplied  with  places 
of  safe  deposit;  and  their  embarrassments  inerssaed,  nntQ  it 
became  necessary  to  find  a  remedy,  which  was  provided  by 
allowing  them  to  deposit  their  fands  in  the  most  convenient 
oflioe  of  the  treasury,  and,  upon  the  acconnts  ihns  opened,  to 
draw  in  any  amounts  to  suit  the  progress  of  their  disbursemeht* 
The  checks  thus  drawn  were  not  only  a  convenience  to  the  pay* 
master,  but  to  the  recmver,  whether  they  went  immediately  into 
the  hands  of  the  publio  creditor,  oar  whether  they  were  received 
by  some  other  person  whom  it  suited  to  advance  the  specie  for 
them.  In  either  ease,  it  was  a  step  towards  the  usual  mode  of 
doing  business.  The  office  of  the  treasury,  thus  employed,  be- 
came so  far  a  bank,  that  it  received  public  deposits  and  paid 
them  out  upon  the  check  of  the  depositor.  Whedier  these  checks 
eirculated  or  passed  through  several  hands  before  payment,  we 
are  not  bforraed ;  but  it  is  quite  probable. 

It  was  soon  peroeived,  under  the  operation  of  the  act  of  1847, 
that  some  further  relaxation  of  its  provisions  was  indispensable 
to  eflfoct  the  neoeesar  j  distrtbntlon  of  the  public  funds.  It  was 
fonnd  that  the  transmission  of  coins  by  special  meesenger,  or 
by  private  express,  was  not  only  very  hasardous,  but  expensive, 
and  that  it  required  muoh  time.  It  was  natural  to  look  to  the 
domestic  exchanges  <^  the  country  for  a  remedy ;  but  many  ob- 
stacles rose  in  the  way  of  transactions  between  the  treasury^ 
which  received  only  coins,  and  the  men  of  business,  who  only 
paid  in  paper.   The  treasury  could  only,  at  best,  avail  itsslf  of 
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o«easioB8  wIim  Ikeittwefe  iMluieeB  to  pa/,  and  specie  was  to  bo 
renitted.  It  eoidd  wtj  ofbr  to  roceivo  epeoie  hi  one  pleoe,  and 
pay  it  in  another.  But,  in  the  prooesBoe  of  domestio  ex- 
change, specie  is  rarely  remitted,  eren  when  for  a  time  there 
may  be  a  balance  betveen  one  locality  and  another,  the  opera- 
tors keeping  their  aeoowts  for  another  turn  of  the  balance. 
The  halaMO  between  the  eitieeof  New  Yoric  and  Philadelphia 
mig^t  change  eidee  every  month  in  tiM  year,  without  any 
transmission  of  specie^  and  so  between  more  remote  points. 
Every  day  immense  stuns  may  be  remitted  between  each  places^ 
at  little  or  no  expense,  or  with  a  premium  to  one  side;  yet  the 
pnhlie  tveawry,  under  the  present  system,  can  only  avail  itsslf 
of  domestio  exehange  to  a  very  limited  extent  The  sums  remit- 
ted are  so  Tast  m  the  aggregate,  that  even  the  large  transac- 
tions of  the  goTcmment  coald  be  carried  without  being  fcU;  and 
though  the  intervention  of  the  treasury  might  be  an  advantage 
both  to  it  and  the  piblio,  no  such  step,  by  the  terms  of  the  law, 
can  be  taken. 

Apart  from  some  irrcgulsgrities,  which,  by  the  novelty  and 
perplexity  of  their  position  in  conducting  a  business  so  fore^^ 
to  the  customs  of  the  country,  seemed  to  be  forced  upon  the  offi- 
cers of  the  treasury,  and  which  have  been  discontinued  for  seve- 
ral years,  the  proeeesee  of  the  distribution  of  the  public  money 
seem  now  to  have  found  the  best  channels  of  which  the  system 
admits.  Although  it  does  not  permit  that  broad  and  foU  con- 
tact with  the  domestio  exchanges  of  the  country^  and  make 
available  all  its  faemtlas»  at  is  the  boait  of  the  system  of  IVaaee; 
nor  enjoy  the  aid  of  a  great  bank  like  the  English  Exchequer, 
which  can  pay  any  sum  in  Great  Britain  by  eheoks  on  the  Bank 
of  England,  or  in  its  notee,  with  as  good  eflfect  as  it  could  pay 
in  gold;  yet  for  some  years  large  sums  haTe  been  moved,  not 
only  without  expense,  but  with  a  profit  The  profit,  however,  is 
probably  due  to  remittances  to  Oalifomia,  as  at  San  Francisco 
the  Assistant  Treasurer  has  been  able  to  sell  drafts  of  the 
government  on  New  ITork  at  two  and  a  half  per  cent,  premium.^ 

•  W«  give  here,  in  oonnoction,  eztmeti  from  Roporta  of  Ttrioas  Seere- 
tiriee  of  the  TreMory,  and  Trensoren  of  the  United  State*,  oontabing 
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The  treasury  of  the  United  States,  therefore,  now  looks  be- 
yond its  circumscribed  duty  of  receiving  coin  and  paying  coin ; 
it  notiees  the  faot,  that  New  York  ia  not  only  the  point  of  its 

remarks  upon  the  condition  and  progress  of  the  Independent  Treasury  sys- 
tem.  It  would  be  very  interesting  to  hate  tnm  tiie  Tomtom  of  the  United 
Statet  a  detdled  report  of  eveiy  morement  of  pabRe  fbnda,  wbenee  and  wb»- 
llier,  iritb  the  eipenae  and  profit  of  eaeh  operation,  and  hmr  it  was  effeelBd. 

"  Experience  has  demonstrated  some  of  the  requirements  of  the  act  to  bo 
productive  of  grent  inconvenienoc,  if,  indeed,  there  be  not  some  whichi 
under  the  influence  of  strong  ncces.'iity,  arc  often  violated.  Disbursing  ofli- 
cere,  to  whom  drafts  for  large  sums  are  issued,  are,  hy  existing  arrange- 
ments, obliged  to  reoeiTe  the  foil  amoonts  of  said  dnitB  at  one  payment 
ftom  the  proper  assistant  treasoror,  whils  their  eipemUtores  most  be  asade 
in  small  sums  from  time  to  time.  The  enetody  of  the  money  is  thus  forced 
upon  themf  without  any  provision  for  its  convenience,  or  even  stifcty.  If 
the  money  is  to  be  disbursed  at  points  distant  from  the  place  where  it  is 
received,  the  burden  of  transferring  it  is,  in  like  manner,  imposed  on  them. 
If  they  adopt  the  usual  and  customary  mode  of  keeping  and  transferriDg 
money,  they  Tiolate  the  law.  If  they  undertake  themselm  its  custody  and 
carriage,  they  inoar  great  risk  and  responsibility.  The  aetnal  earriage  of 
coin  from  place  to  place  in  the  same  town  is  burdensome,  especiaUj  in  those 
Southern  ports  where  silver  is  the  coin  chiefly  in  use. 

"  To  alleviate  some  of  the  inconTeniences  attending  the  system,  if  con- 
tinued, I  would  huggost  — 

"  First.  That  any  person  having  a  draft  on  an  assistant  treasurer  bo  per- 
mitted to  deposit  his  draft  with  the  assistant  tieasarer,  and  draw  for  the 
amount,  from  time  to  time,  in  ouch  sums  as  he  may  desire,  upon  bis  own 
orders,  payable  to  any  person  or  persons :  provided  that  the  whole  amount 
of  the  draft  should  be  actually  drawn  within  a  short  period,  say  two  week* 
after  the  deposit  of  the  draft. 

"  Second.  That  any  disbursing  olioer  having  a  draft  oa  an  assistant  trea- 
sarer,  be  permitted  to  deposit  such  draft,  and  draw  for  the  amount  in  like 
manner;  provided  thi^  eaeh  order  should  be  presented  for  p.iymcnt  within 
two  weeks  after  its  date.  Those  provisions  would,  it  is  beliered,  effectually 
prevent  the  checks  or  orders  being  i^-^d  as  currency. 

"  The  inconvenience  arising  froui  the  accumulation  of  coin  at  points 
where  it  is  not  required  for  the  public  service,  is  very  great ;  but  it  seems 
to  be  inseparable  from  the  system  itself.  To  pay  a  public  Creditor  with  a 
draft  on  a  remote  effice^  which  be  cannot  sell  but  at  a  discount,  or  eollcet 
in  paison  mthont  a  journey,  would  be  unseemly ;  and  the  government  has 
BO  means  itself  of  making  tranrf.  rs  in  such  cases,  other  tlian  the  despatch 
of  special  messengers,  at  some  expense,  and  much  risk  of  loss."— Jfr.  Men- 
diUi't  Jieport,  J)&xvibcr  IS^IQ. 
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laigest  receipts,  but  the  financial  centre  of  its  operations,  and 
the  actual  centre  of  the  internal  exchanges  of  the  >vliolo  country. 
fundA  &0W  from  every  State,  and  every  district,  to  that  city, 

"  TUe  dtisburi^tng  agents  uf  the  iieveral  departaaeuts  of  the  governtuent 
babg  withoul  safe  plaoot  of  deposit  for  the  poblio  monoy  eatratt«d  to  them, 
il  was  deemed  nf^t,  ud  within  the  provieidns  and  epirit  of  the  lair,  to 
require  the  treaenrer,  and  the  ossleitant  treasurers,  and  depositories  designed 

by  law,  to  receive  ileposits  fn)ni  the  disbursing  afrents  of  the  governmpnt, 
and  to  pay  out  tije  t-ume  <>n  their  checks.  A  regulation  to  that  effect  was 
Usued,  and  is  in  operation,  and  accompanies  tltis  report.  It  is  a  groat  con- 
venienee  to  disbursing  agents,  end  also  seonrM  the  safety  of  the  publio 
money.*  The  privilege  of  so  deposiUng  has  not,  as  yet,  been  embraoed  by 
ill!  the  disbursing;  agents  ;  and  it  has  been  8Ug;!;estcd  that  some  of  thcm 
deposit  witii  li:iiik  l-rukers,  under  an  erroneous  iJoa  that  the  act  does  not 
apph-  to  them.  It  is  believed  that  such  doji  ••iits  arc  in  contravention  of 
tbo  law."  —  Mi:  GuUirie't  lieport,  JJectmbcr  (tl/i,  l»oo,  page  14. 

<*The  treasury  reoeires  money  ^reetly  at  its  coanter,  and  indirectly  by 
its  assistant  treasurers  and  designated  depositories  at  other  points,  and  dis- 
burses through  the  same  channels.  It  also  iitsue^  ih-.Ji^  on  the  reoeiring 
officers  of  the  treasury,  not  designated  as  depositories  fur  the  public  money 
in  their  hands  ;  and  when  pai<l,  treats  the  amount  of  the  traiissction  as  at 
once  a  payment  into  and  out  of  the  treasury  by  the  officers  in  question. 
When  the  disbursements  of  those  officers  are  greater  than  their  receipts,  the 
government  is  saved  the  risk  and  expense  of  transporting  the  money  to  a 
depository,  ^nd  the  officer  relieved  from  the  risk  of  keeping  it.   .   .  . 

**Pri  ir  t'l  ti  e  4th  of  March  last,  aa  I  am  informed,  moneys  were 
advance*!  in  lur^c  sums  to  persons  nr.t  officers  of  the  government,  for  the 
ostensible  purpose  of  purchasing  United  States  stock,  for  paying  interest  oa 
the  public  debt  and  coupons,  and  fur  other  purposes  of  similar  character. 

"In  like  manner,  the  practice  of  Issuing  transfer  drafts  in  favor 
of  banks  or  brokers,  to  remain  a  eonsiderable  time  on  the  books  as  an 
equivalent  for  the  expenses  of  transportation,  and  occasionally  renewed,  in- 
stead of  being  paid  at  maturity,  has  entirely  ceased.  Instead  thereof,  in  all 
cases,  the  ti  Hti^fer  draft  has  is!<ued  only  after  tho  deposit  of  coin  has  actu- 
ally been  made,  or  when  it  was  necessary  to  transport  tho  specie,  and  then 
the  money  has  been  depouted  at  the  desired  point,  as  soon  as  the  transport 
ation  could  be  effected,  by  an  officer  of  the  department." —ifgwjrl  of  Mr, 
Cany,  Treasurer  qf  the  UnUed  Stalett  to  Mr,  Cfutkrie,  Kooember  29/A,  1853, 
page  1 '')'). 

"The  In  h  pendent  Treasury  act  still  continues  eminently  successful  in 
all  its  operations.  The  transfers  for  disbursement  during  the  fiscal  year, 
to  the  amount  of  $39,407,074  03,  have  been  made  at  a  eost  of  $19,762  85, 
irhilst  the  premium  on  the  sale  of  the  treasury  drafts  has  amounted  to 
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not  only  to  meet  debts  payable  there,  but  for  distribution 
tbence  to  other  places,  and  for  all  sorts  of  financial  movements. 
Money  in  New  York  is  so  readily  available  at  other  points,  that 

$30,431  87*  The  receipts  and  expenditures  during  the  fiscal  year,  amount* 
log  to  $131,413,899  59,  ham  all  been  ia  the  ooiwtitatioBal  eamacj  of  gold 
and  tSWm,  witho«fe  aay  paiosptibfo  dheU  apon  tiw  earreaoy,  or  Ott  t)M 
kealthy  basinesB  operationa  of  the  ooontry."— Jfr.  Qidkritft  lUpert,  Dtem^ 

ber       11^5.',  f^^rr^  21. 

"For  f:\i'nity  anil  convcnionce  of  disbursement?,  and  for  f^roatcr  security 
of  the  public  money,  you  have  caused  to  be  issued,  within  the  year,  1590 
tmttaftr  diafta,  in  amoant  $41«319,064  18;  tad  tlM  tnuMfetn  bato  boaa 
oondoeted  and  wooutod  witb  oominoadable  detpateb,  aad  aadBflustory 

result. 

"  The  operations  of  the  monoy  branch  of  this  office  continne  to  <;ive  f^reat 
satisfaction,  not  to  myself  only,  but  to  disbursing  officers,  i^ovornment 
creditors,  and  to  every  class  of  persons  haTing  business  to  tranaaci  with  it, 
especially  the  operations  arising  under  the  business  extension  of  it,  wliicli 
joo  direofeed  ebonld  go  iato  eibot  on  Jnlj  let,.  1853  (carrying  out,  in  spirit 
aad  in  fiiet,  the  Independent  Treaenry  act  of  1846) ;  tinoe  wbi<di  tbej  bavo 
gntdnally  increased  to  important  magnitade,  as  will  be  seen  bjtbo  fiilloii^ 
in^  stntemcnt.  The  amount  of  coin  received  and  paid  during  a  year,  end- 
ing the  aOtb  of  September,  1855,  averaged,  in  and  out,  $1,261,792  56  per 
month. 

**  Treasury  draAa  paid,  or  paaaed  to  tiie  Ofedlt  of  diebareing  offoera,  naa- 
ber  1423. 

"The  aeconnta  now  kept  with  the  disburaing  officera  are  57;  aadtbeir 
checks  paid  and  passed  to  the  debit  of  their  leapeetiTe  aeoounta,  noBibet 

17.394,  and  amount  to  $7,(T!13,2n8  81. 

"  The  arrangement  you  were  pleased  to  direct  as  a  facility  to  the  receipt 
of  coin  hero  in  csoliange  for  drafts  on  New  York,  without  expense  for  trans- 
portation, by  causing  the  iaaoe  of  regular  tmnalbr  drafla  for  $200,000  at  a 
lime  in  n j  ftvor,  and  the  depont  thereof  with  fbe  aieietant  treaaurer  of 
New  York,  subject  to  my  check  on  '  transfer  account,'  as  required,  oom- 
menced  on  January  30th  last,  and  has  bcon  hlt^hly  appreciated  by  persons 
who  desire  to  make  such  exchanges.  Under  it  there  has  been  received,  in 
eight  months,  to  the  30th  of  September  last,  $2,840,237  01 ;  the  money  for 
which  eooh  check  waa  drawn  having  been  paid,  as  required,  into  the  trea- 
anrj  here  before  the  eheok  waa  drawn."  ~  JSepert  of  Mr,  dutif^  IH^fiaw 
iff  Ike  Uniied  Slates,  to  Mr.  Ouikrie,  Uovember  22J.  1855,  page  172. 

^Tbe  Independent  Treasury  act  has  been  carried  into  effect,  the  past 
year,  as  far  as  it  has  been  practicable  for  the  department  to  enforce  it. 
Most  of  the  liisbursing  officera  of  the  government,  wliore  cotivenit  iitly  situ- 
ated, have  and  continue  to  avail  themselves  of  the  convcuieace  and  security 
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it  is  kept  there  to  be  ready  for  use  everywhere  else.  The  treft- 
Bxay  finds  it  easy  to  nmke  its  payments  elsewhere,  so  long  M  H 
\m  funds  in  New  York ;  the  cUaborung  offieers  find  penom  in 


of  depositing  in  the  vault  of  the  treasurer,  aspistant  treasurerc,  and  public 
dopositaries,  as  will  be  seen  hy  statement  No.  t-O  of  this  report.  Tiinso  who 
have  not  deposited  in  the  Tault^  of  the  goverameot,  although  convcnieut, 
oonatmo  tha  act  of  1846  as  allowing  the  offloor  a  diaoietioD  on  tho  sobject. 
This  they  •ometimoo  ezoreise,  by  making  what  tbey  term  special  deposits 
witii  chartered  and  unchartered  banlcs.  Ths  secnrity  of  tiie  pnbUo  money, 
and  the  prevention  of  its  application  to  any  other  than  public  use,  call  for 
explicit  loi^islation  on  this  subject,  and  the  extension  of  the  penalties  of  the 
act  of  1!^  10  to  tliose  receiving  public  money  from  ditbut sin;;  a;xtMit!<  and 
others  who  have  public  money  in  their  hands.  The  courta  have  fuiind  diiii- 
ealty  in  applying  tbs  sot  to  all  caws  within  its  spirit,  beeaase  thought  nob 
to  be  teebtticaUy  withta  lis  terns. 

"The  amount  transferred  for  disbursenient,  during  the  past  fiscal  yest^ 
was  Sa8,0S8,113  92,  at  a  cost  of  Sl2,'c>45  87  ;  wliilst  the  premiums  paid  on 
sale  of  treasury  drafts  have  been  $j1,'J24  1G  ;  leaving;  1?41,1>7S  20  over  and 
above  the  expenses.  It  is  believed  that,  with  care  and  vigilance,  the  traos- 
fyr  of  pnblis  moiiey  will  Imrsafter  bs  made  through  the  agencies  of  ths  trss* 
snrer,  assistant  tveasnrsrs,  and  dspositariss,  without  eliai^  and  witboat 
risk,  sxoept  under  extraordinary  circumstanocs,  and  in  peonliar  times.  The 
reoeipts  and  expenditures,  during  the  past  fiscal  year,  have  amounted  in 
the  at^jrojjate  to  Sl4t'),s<'ir(,9'?3  4S,  and  have  all  been  paid  in  the  constitu- 
tional currency  of  gold  and  silver,  without  any  disturbing  effect  upon  tho 
currency,  the  banks,  or  business  of  the  country.  However,  the  withdrawal 
and  prohibiUon  of  tfm  smalKnote  oirenlation  of  the  banks  is  still  deemed 
essential  to  a  sound  and  stable  o«rrenoy»  and  to  ba  called  ler  by  the  best 
interests  of  all  tho  States."— Jfr*.  Outkri^s  Btpari,  JDeeember  Itt,  1896^ 
page  42. 

"The  8um  of  $38,088,113  92,  composed  of  coin  and  bullion,  has  been 
removed  during  the  year.  "S 

**  Tbis  operation  has  been  eflbeted,  as  a  mattsr  of  aeoonnt,  by  737 v 
ftr  drafts  issued  singly,  and  646  issued  In  doptloats ;  end,  as  a  mattSl'o^ 

fact,  in  part  by  actual  transportation,  and  in  the  Other  part  by  asing  trans* 

f?r  drafts  in  sums  suitable  to  and  supplying;  the  wants  of  the  luisiness  com- 
munity, 8()  far  as  they  came  within  the  range  of  oar  own  conrenience  or 
requirements. 

**Acconnts  hsTS  bssn  kept  with  79  ^sbarsing  officers,  whose  credits  hare 
been  drawn  upon  and  paid  to  the  amount  of  $6,696,410  66,  on  17,006 
ehooks. 

"  Ths  sum  of  $4,^il29  44  has  been  traaslisnsd,  during  the  year,  from 
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every  locality  desiroofl  of  remitting  to  that  city.  Many  of  thoM 
officers,  thcrefoio,  even  at  distant  places,  have  thdr  eredits 
opened  at  New  York.  Tiiej  can  sell  their  checks  upon  that 
credit  for  large  or  small  sums,  and  often  at  a  premium,  and  thus 
draw  from  almost  any  place  on  New  York,  receiving  coin  for  the 
draft.  Neither  is  the  treasury  without  some  facility  in  trans-  • 
mitting  funds  from  other  places  to  New  York ;  this  is  done  by 
furnishing  the  assistant  treasurer  there  with  drafts  on  th&  place 
whence  it  is  desired  to  draw  funds,  in  such  sums  as  may  suit  the 
convenience  of  merchants  and  bankers,  who  occasionally  remit 
to  the  point  at  which  the  public  funds  have  accumulated.  The 
drafts  furnished  for  this  purpose  lie  until  they  find  a  purchaser^ 
and  if  not  used,  they  are  cancelled. 

In  all  this,  the  government  holds  relations  with  those  who  are 
concerned  with  the  domestie  exchanges.  These  relations,  how- 
ever, are  imperfect,  for  the  treasnry  can  only  operate  by  selling 
its  own  draflts ;  it  cannot  become  a  purchaser,  and  it  cannot 
easily  and  promptly  avail  itself  of  circuitous  exchange^  or  indi- 
rect remittances,  by  which  at  times  a  particular  movement  of 
funds  could  be  effected  quicker,  and  at  leas  expense,  than  by 
any  direct  mode. 

But,  circumscribed  as  the  operations  of  the  treasury  are,  they 
bend  to  the  customs  of  the  country ;  the  transfer  drafts  drawn 
by  the  Secretary  of  the  Treasury,  whether  sold  in  the  market, 

whether  the  specie  is  removed,  the  checks  given  by  disbufsing 
officers  on  the  treasury  at  New  York,  or  on  .other  officers,  are 


th^iaasistant  treasnrer  at  New  York  to  thui  offioe,  by  means  of  2079  eboekt 
in  Bzchange  for  ooin  previously  placed  in  oij  pOMMsion,  and  drawn 
iii^>«»40unta  placed  to  my  credit  by  the  assistant  treasurer,  in  satisfaction 
of  transfer  drafts,  and  of  drafts  in  my  favor  as  agent  for  pairing  the  com* 
pcnsatioa  of  the  members  of  the  House  of  Representatives. 

"  I  hese  operations,  it  is  evident,  have  afforded  favorable  and  very  aooept- 
able  aooommodation  4o  oar  boiinees  commanitj ;  while,  at  the  same  tine, 
they  bare  relieved  the  department  from  the  onna  of  transpprtiDg  that 
amoant  of  specie,  which  it  would  otherwise  have  been  compi  II  1  to  en- 
counter." —  Report  of  Mr.  Caseiy,  Trtcuwrtr  of  the  VniUd  SkUc*,  to  Mr* 
GuihrU,  November,  1856,  page  483. 
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paper  <^r»tion8.  He  who  purohAses  a  treesur j  draft  takes  the 
paper  of  the  treasury;  the  gOTornmeat  does  not  pay  him  in 
money,  bat  gives  him  paper.  It  will  be  found,  when  all  these 
transaetions  are  followed  oat»  that  the  actual  metallie  eorreney 
is  departed  from  in  various  ways,  and  to  a  large  extent.  We 
regard  these  modifioations  of  the  original  system  as  being  made 
in  the  right  direction ;  and  belioTO  that>  as  the  system  becomes 
more  settled,  a  still  larger  diseretion  can  be  allowed  to  the  offi- 
cers, not  only  without  danger  to  the  treasury,  but  with  positive 
advantage  to  the  public. 

It  will  be  found,  we  believe,  that  however  close  the  officers 
of  the  treasury  keep  to  the  letter  and  spirit  of  the  law  under 
which  they  aot,  in  receiving  and  paying  only  coins,  the  publio 
creditors  either  do  not  themselves  receive  the  coins,  or  that  they 
part  with  them  for  bank-notes,  or  a  bank  credit,  at  the  earliest 
possible  moment.  They  fall  into  the  regular  channel  of  busi- 
ness,  as  it  is  carried  on  outside  of  the  treasury,  as  soon  as  they 
can.  They  do  not  receive  coins  to  keep,  but  to  pay  away ;  and 
the  government  oorrenqy  is  exchanged  at  once  for  that  which  will 
pay  debts  and  make  purchases  with  equal  advantage  and  less 
ride.  The  public  creditors  are  not  able  to  remain  on  the  plat- 
form of  a  metallic  currency  which  is  occupied  by  the  govern- 
ment. They  are  called  up  and  paid,  and  then  step  off  to  min- 
«  glc  with  their  fdlow-citiietts  in  the  use  of  the  prevalent  currency. 
Whether  necessary  to  the  government  as  a  system,  or  not,  it  is 
seldom  of  any  advantage  to  the  public  creator.  It  is  more  than 
probable  that  inconveniences  are  unavoidably  imposed  upon  pub- 
lic creditors  by  this  obligation  of  the  treasury  to  pay  only  in 
coins,  Avliieh  far  outweigh  all  occasional  advantages. 

The  apparent  success  of  this  experiment  in  the  United  States 
should  nor  Ij  'tray  any  one  into  the  concession,  without  further 
investigation,  that  thi-s  is  a  wise  or  even  expedient  policy  for 
other  goveriiuK'nts,  or  in  other  circumstances.  Two  things 
have  favored  this  measure  —  one  at  its  inception,  and  the  other 
very  soon  afterwards.  The  revenue  of  the  general  government 
of  the  United  States  is  paid  upon  indirect  tu.xutiuii.    The  bar- 
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den  is  self-imposed.  No,  mftn  is  bound,  hj  law,  to  import  foreign 
goods,  nor  is  tnj  man. compelled  to  piirchMe  public  lands; 
those  who  engage  in  sttcb  transaotions  know  the  terms  of  pay- 
ment before  thej  begin,  and  tliej  may  refrain  from  the  Irasi- 
BOSS,  if  thoy  regard  the  terms  as  too  hard.  If  the  whole  rofenne 
of  the  United  States  were  to  bo  collected  in  gold  and  silm  by 
direct  taiation,  the  system  would  fall  at  the  first  congressional 
election  after  the  attempt  was  made.  We  do  not  hesitate  to 
say  that  the  whole  income  of  England  oonld  not  be  oollected  in 
gold  and  sUver  for  two  snccessive  years.  The  people  wonld 
never  submit  to  it;  and  the  doctrine,  that  what  is  good  enough 
tmt  the  people  is  good  enough  for  the  goTcmment,  would  be 
proelaimed  in  tones  loud  enough  to  secure  ample  respect  for  the. 
law  of  puhKo  wage. 

The  other  ttrenmstanoe  which  favored  this  experiment  in  the 
United  States  was  the  disooTery  and  abaadaot  product  of  the 
California  gold-mines.  Without  this  unexpected  but  iauneaae 
aceeasion  to  our  BUnek  of  goM,  this  measure  might  have  fared 
very  diflerently,  and  might  now  be  standing  by  no  means 
Ihvorably  with  the  public.  As  it  has  turned  oi^  the  public 
treasury  proved  to  be  a  reservoir  of  gold  at  the  time  of  the 
eommercial  revulsion  of  1857,  and  waa  the  means  of  retaining 
925,000,000  of  gold  in  the  country,  which  would  probably 
have  been  exporled,  but  fbr  its  safo  position  in  the  public 
faults. 
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54.  Jiukp'md'  iil  Treasury  a  result  0/  Jinaiicial  dijjicullies — iilaU  banks 
and  a  Jinancial  tystem — A  mixed  currency  of  government  paper 
mnd  specie  —  Oppo$itiM  to  bank$  and  paper  emreneff-^Mr,  Outkrk 
'^Bwde  of  ^rmct;  hamrff  of  mtrUf'-'Bmka  not  I0  he  ontMlt  hni 
npUued''^  A  financial  system  founded  on  the  act  q/*1846  — 2ViKi*wry  note* 
payable  on  demand  without  interest,  and  at  six  and  tieelvc  months  with  in- 
terest — French  loans  of  lS.j  J-5 —  M'/iolf  loan  ofj'ercd  by  the  people  in 
France,  out  of  Paris  —  Board  of  Treasurers  proposed  —  I'rinciples  which 
rerirki  lile  iamtooftnamtry  w^'^Lendenef  moiieir,  iAcur  rdatUmi  mUh 
Iho  iroatwif  —  Ofieeo  in  WieuMnffton  and  Kew  Tork'^  I^Meial  duHeo  in 
pnpooed  system  —  Necessary  connection  of  the  irtamry  with  domatie 
exchange  —  Friction  —  A  remedy  required,  and  the  coopcrafian  of  the  trcor 
snnj —  A  national  inxtitiifion  tr,  form  the  point  of  coniocl  belvptcit  the  ireOf 
suiy  and  tlte  domestic  exchange. 

Tbe  ehi«f  festm  of  the  Independent  Treeenrj,  as  now  ad- 
mmisfeered,  is,  that  it  is  eontrar  j  to  tbe  lon(^tlied  nseges  of 
the  people  of  the  United  States.  This  is  a  more  anportant  feet 
than  many  seem  to  apprehend.  Usagee  are  etfonger  than  laws ; 
they  may  be  suppressed  fisr  a  time,  bat  are  sore  to  assert  their 
dominion  orer  goTemmentSi  as  well  as  people,  in  the  end.  The 
best  writers  on  the  elements  of  law  tell  ns,  that  permanent  laws 
are  but  the  reflections  of  the  settled  eastoms  and  insftitntions  of 
society,  and  that  enaotmsnis  which  Tiolate  settled  oostons  are 
generally  short-Ii^ed;  that  they  are  either  soon  repealed  by 
usage,  or  modified  «nd  bent  tomtit  the  easterns.  Tbeie  cannot 
be  any  doubt  that,  in  this  oonntry,  the  usage  is,  and  has  long 
been,  to  eiD])Ioj  the  credit  system,  and  the  aid  of  banks  and 
paper  currency,  in  all  the  large  transactions  of  indoskryand 
trade.  Althoogh  the  eonstitation  itself  contains  a  provision 
'  which  makes  gold  and  sDTer  tbe  standard  of  payment,  the  people 
treat  it  as  a  standard  to  be  used  only  in  case  of  disagreement. 
They  have  arranged  a  mode  of  payment  far  more  effective,  and 
far  more  economical,  and  this  they  employ  almost  exclusively  in 
large  operations.  This  custom  pervades  and  governs  the  wi-ole 
country  ;  and  it  is  very  rare  indeed  that  any  disagreement  be- 
tween parties  compeld  a  resort  to  the  standard  of  payment. 
Taking  the  whole  of  the  large  payments  of  tlie  country  together, 
it  may  be  safely  assumcd|  leAviug  out  the  iiational  treasury,  tliat 
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not  one  thousand  dollars  in  a  million  arc  pnid  in  jjold  or  silver. 
The  inon  of  business  make  their  purchases  upon  their  own  credit, 
and  thus  i.ssue  every  year  thousands  of  millions  of  d'jllnr-s  in 
amount  of  commercial  paper;  all  that  concerns  t";;o  rohitions  of 
debtor  and  creditor  upon  this  paper  is  settled  by  the  aid  of  the 
batiks,  and  other  devices  of  the  credit  system.  The  people  de- 
posit their  money  in  the  banks;  they  give  and  receive  checks 
upon  the  banks  :  they  pay  and  receive  bank-notes.  The  govern- 
ment alone  departs  from  this  nniTersal  usage;  it  abjures  credit, 
banks,  deposits,  and  bank-notes,  and  insists  upon  an  cxc1u8t?e 
ennrency  of  gold  and  silver.  We  have  already  remarked  upon 
some  of  the  results.  We  n(nv  add,  without  judging  by  what  has 
occorred,  without  dwelling  further  upon  the  evils  or  inconve- 
nienoes  already  suffered  from  this  measure,  that,  unless  frit- 
tered away  by  the  effects  of  the  opposing  eostoms  of  the  country, 
it  is  certainly  destined  to  be  the  cSiUse  of  greater  mischiefs. 
The  experiment  is  to  be  tried  in  the  State  of  Ohio,  where  it  will 
have  a  much  shorter  life  than  it  has  had  as  a  measure  of  the 
general  goTemment.  Direct  taxation  and  an  exclusive  currency 
of  the  precious  metals  cannot  stand  together  in  a  government^ 
the  usual  ouirrency  of  whose  people  is  paper. 

It  is  indeed  unfortunate,  that  a  government  and  its  people 
should  differ  so  radicallj  as  has  occurred  in  this  measure  of  the 
gOTemment  of  the  United  States,  enforcing  an  exdusive  cur^ 
rency  of  the  precious  metals  for  its  treasury;  a  timely  modifi- 
cation may  avert  far  worse  evils  than  any  yet  anticipated.  The 
least  that  can  be  looked  for,  if  it  be  not  modified  by  time,  is 
that  it  mi^  eventually  crush  the  administration  which  endea- 
vors to  sustain  it.  ^e  natural  'body  may  carry  an  unassimi- 
lated  substance  a  long  time  without  vital  injury ;  but^  soon  or 
late,  it  finds  a  position  in  which  it  destroys  life. 

We  have  stated  our  objections  to  the  present  financial  system 
of  the  United  States  thus  strongly,  not  only  because  we  regard 
them  as  important,  but  that  we  may  be  the  better  understood  in 
our  further  remarks.  We  are  far  from  being  blind  to  the  motives  of 
those  who  projected  the  act  of  1846,  under  which  lliis  financial 
system  is  carried  out.  .  The  reasons  which  influenced  them  were 
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of  the  strongest  character.  The  "wMe  extent  of  our  territory; 
the  numerous  separate  L'overnraents  of  the  States,  and  their 
Tarious  systems  of  banking  and  credit ;  the  fla;rrant,  disastrous 
and  eontinucd  jihnsos  of  bankini^  —  must  have  been  obstaeles  of 
the  most  serious  kind  in  the  way  of  conducting  successfully  the 
finances  of  tlie  United  States  previous  to  the  act  of  1846.  We 
know,  indeed,  that  the  differences  of  opinion  in  all  that  con- 
cerned banks,  previous  to  that  time,  as  well  as  since,  rendered  it 
nearly  impossible  to  harmonize  the  operations  of  tlie  hanlcg  and 
the  treasury.  The  perplexity  arising  from  the  number  of  the 
banks  claiming  a  share  of  the  public  deposits  —  claims  enforced 
by  the  various  States  in  which  the  banks  were,  situated,  and  by 
interested  individuals  of  great  political  influence — justified  the 
offiders  of  the  treaairj,  and  members  of  Congress,  in  looking  for 
some  mode  of  escaping  these  troubles.  Notwithstanding  the 
objections  ni^d  against  the  present  system,  we  do  not  hesitate  to 
say  that  no  system  likely  to  bo  adopted  in  connection  with  the 
State  banks  would  be  preferable.  A  perfectly  sound  and  well- 
arranged  plan  of  national  finance  might  be  devised,  but  it  would 
savor  of  partiality ;  and  nothing  of  the  kind  could  withstand  the 
hostile  influences  which  .would  be  brought  to  bear  upon  it. 

It  is  not  surprising,  in  our  ?iew,  then,  that  the  idea  of  anj 
close  relations  between  the  treasury  of  the  United  States  and 
the  State  banks  was  given  up  as  involving  invincible  difficulties. 
From  considerations  such  as  these  sprang  the  act  of  the  6th  of 
Avgosty  1846.  Some  change  was  inevitable;  escape  from  the 
financial  troubles  which  had  reigned  for  many  years  was  indis^ 
pensable.  It  was,  the  duty  of  those  who  nndtf  took  to  devise  a 
new  system  to  consider  well  the  actual  conditicm  and  the  cus- 
toms of  the  country.  They  might  fairly  desire  to  avoid  all  con* 
nection  with  the  State  banlu ;  bat  they  coald,  with  no  proprietyi 
overlook  the  tuot  that  the  people  of  the  United  States  employed 
the  credit  system,  and  the  agency  of  banks,  in  all  important 
bosiness.  It  19s  their  duty  to  make  their  new  measure  of  finance 
•onsistent  with  the  usages  of  the  people.  The  tenor  of  the  aet 
of  1846  shows  that  its  framers  were  not  forgetfal  of  this  im^ 
portant.  consideration.  The  eighteenth  and  nineteenth  sectiona 
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provide  "  tliat  nil  receipts  into  the  treasury  shall  be  in  poltl  or 
Kilvor  coin,  or  in  treasury  EOtes,  and  that  all  payments  sliiill  bo 
iii:i<lc  in  gold  or.  silver  coin,  or  in  treasury  notes,  if  the  creditor 
agree  to  receive  said  notes  in  payment."  This  act  did  nor, 
therefore,  propose  an  abrupt  departure  from  the  customs  of  the 
country  ;  it  did  not  propose  to  enforce  an  exclusive  specie  cur- 
rency for  tlie  government.  It  proposed  that  rill  jmynients  to 
and  from  the  treasury  should  be  made  in  gold  and  silver  coin,  or 
in  treasury  notes  issued  under  the  authority  of  the  United 
State.  Now,  this  was  ofTerinir  to  the  creditors  of  the  govern- 
ment their  choice  of  specie  or  the  very  best  paper  currency 
v.hich  could  be  issued  in  the  country.  Ko  medium  of  payment 
whicii  could  be  devised^  would  better  accommodate  the  public 
creditors  than  treasury  notes,  issued  in  forms  and  deaomiDatiODB 
to  suit  the  want^^  and  convenience  of  the  people. 

We  think  our  financial  system  should  have  been  constructed 
in  the  true  spirit  of  thh  statute.  The  receipts  into  the  treasury 
should  have  been,  since  that  time,  only  gold  or  silver  coin,  or 
treasury  notes  ;  and  the  public  payments  should  only  have  been 
in  gold  or  silver  coin,  or  in  treasury  notes  so  issued  as  to  be 
acceptable  and  convenient  to  the  public  creditor^,  niid  the  people 
at  large.  The  great  defect  of  our  present  system  of  finance  is 
not,  then,  due  to  the  act  of  1810,  but  to  the  manner  in  which  it 
has  been  administered.  Whether  the  maimer  this  adminislra- 
tion  was  contemplated  when  the  act  was  passed,  we  know  not ; 
.  but  it  is  certain  that  this  provision  for  treasury  notes,  whioh 
softened  the  barsh  features  of  the  measure,  has  been  wholly  in- 
operative. Whether  the  passage  of  the  act  was  aided  by  this 
feature,  we  cannot  tell ;  but  it  is  to  be  lamented  that  the  polioy 
dearly  indicated  by  the  act,  and  neeessary  to  pkoe  it  in  har- 
mony with  the  institutions  and  usages  of  the  country,  should 
have  been,  ever  since,  neglected  or  purposely  abjured. 

It  is  not  difficult,  perhapi^  to  conjecture  how  and  why  this 
one<4ided  policy  has  been  pursued  under  the  act  of  1846.  The 
opposition  to  banks  in  the  United  States  has  been  constant  and 
vigorous  for  half  a  Century.  It  has  been  stimulated,  as  well  as 
justified,  by  the  Tory  great  abuses  of  the  sjstem;  bttt,.great  as 
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tiiese  abases  hare  been,  the  censtire  and  denunciations  poured 
out  upon  the  banks  have  been,  for  the  most  part,  neither  enlight* 
OBod  nor  dtscriminating.  The  subject  has  not  been  well  enough 
•  vaderstood  to  give  the  banks  due  credit  for  the  benefits  thej 
eoBfer,  nor  to  point  out  distinctly  the  mischiefs  they  commit. 
In  proportion  as  the  notions  of  the  friends  and  enemies  of  banks 
have  been  indefinite  on  the  whole  subject,  th^r  imaginations 
have  governed,  and  not  their  judgments.  On  few  subjects  has 
a  wider  difference  of  opinion  existed ;  on  few  subjects  have  men 
bean  more  ready  to  pronounce  positive  opinions,  in  direct  con- 
fljel  with  each  other,  where  the  facts  were  all  before  them.  So 
strong  is  the  feeling  against  banks  in  many  persons,  that  they 
cannot  endure  any  thing  that  resembles  banking.  Paper  cut" 
twej  is  their  abhorrence ;  they  look  upon  evory  one  as  wronged 
or  dieated,  who  takes  a  small  note  in  place  of  gold  or  silver. 
Such  persons  shudder  at  the  idea  of  treasury  notes  being  issued 
in  denominations  small  enough  to  make  them  a  convenience  to 
the  people  at  large.  They  know  that  bank-notes,  from  one  dol- 
lar upwards,  are  the  general  medinm  of  exchange ;  they  regard 
this  currency  with  special  dislike  and  distrust ;  but  they  wopld 
oppose,  with  all  their  might,  the  issue  of  treasury  notes  as  low 
as  ten  dollars  by  the  government,  in  payment  of  its  debts. 

Treasury  notes,  in  denominations  from  five  to  one  hundred 
dollars,  payable  upon  demand,  issued  under  proper  regulations 
and  checks,  would  constitute  the  safest  possible  currency  for  the 
people  of  the  United  States.  A  hundred  millions  of  such  a  cur- 
rency would  be  absorbed  much  more  rapidly  than  it  would  bo 
safe  or  proper  to  issue  it;  an  issue  only  to  be  made  in  the 
gradual  progress  of  a  system  well  understood  both  by  the 
officers  of  the  treasury  and  the  public  at  large.  Tet  the  pro* 
posal  to  issue  such  a  currency  for  the  special  benefit  of  the 
'people,  who  are  regarded  as  having  sufiered,  and  as  still  mfSer* 
ing,  from  the  evils  of  banking,  would  be  treated  with  disdain. 
Large  treasury  notes,  for  those  who  have  money  to  lend,  are 
deemed  admissible  and  proper  in  national  finance ;  but  the  sab- 
division  of  these  notes,  with  the  view  to  their  becoming  a  general 
couvenieucu  aud  bccurity,  would  be  opposed  with  bittcrncsii,  ua 
40 
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approaching  one  of  the  functions  of  hanks  of  clrcolation.  This 
morhid  jealousy  of  hanks  is  not  merely  absurd ;  it  becomes  a 
blunder,  when  carried  to  the  extent  of  preventing  even  the  con- 
Bideration  of  measnres  of  finance  bearing  some  resemblance  to 
the  processeB  of  banking*  In  France,  they  are  jealous  of  banks, 
and  desirous  of  restraining  the  dovelppment  of  credit  in  that 
form ;  the  government  there,  in  the  administration  of  a  newly- 
reformed  financial  system,  exerts  its  power,  shapes  its  processes^ 
and  employs  all  its  opportonities  to  favor  the  operations  of  in« 
dustry  and  tr-ide,  because  it  would,  80  far  as  it  can,  limit  the  « 
power  of  hanks,  and  remove  the  occasion  of  establishing  th«m. 
Here  the  treasury  merely  provides  for  its  own  currency,  it^  own 
receipts,  and  its  own  disborsemeats,  leaving  the  whole  field  of 
industrial  and  commercial  payments  to  the  banks.  The  Bank  of 
France  is  accnsed,  by  a  late  writer,  of  luxuriating  in  severily;^ 
and  the  government  therefore  affords  all  the  aUeviatioD  possible 
within  the  range  of  the  operations  of  the  treasvry:  here,  where 
the  banks  are  even  objects  of  the  severest  attacks  on  the  part 
of  those  itL  authority,  we  eschew,  in  doctrine  and  practice,  all 
sympathy,  and  refuse  all  assistance.'  The  banks  have  multiplied 


>  ♦•Cost  in  September  ct  en  Octiiber  (1856)  que  la  banqae  a  d^ployf  ce 
luxe  dc  s^v^rit^'  qui  a  si  fori  g6o6  lo  eommeroe.'' —  .^MnMOire  i>'£!o0iiofli*e 
Jpultti'qiie,  1857,  page  584. 

'  The  following  extract  from  the  Report  of  the  Secretary  of  tho  Treasury, 
in  1855,  will  show  that  this  opposition  to  banks  is  not  confined  to  the  ig. 
nonmt  and  uDthinking^  bat  !•  ^red  by  some  of  the  ablest  and  best  men 
who  haVfl  been  in  the  Tressnry  Department:'— 

"  Tho  Cun!=!titution  of  the  United  States  was  framed  by  the  men  who  had 
ft'lt  all  tlio  evils  thereof:  and  when  provision8  wore  inserted  in  that  instru- 
ment, that  no  State  should  emit  bills  of  credit,  nor  make  anytliin;;  but  gold 
and  ttilvcr  a  tender  in  payment  of  debts,  and  the  coining  of  money  was 
f^fen  to  the  g^eral  government,  they  betiered  thsj  had  provided  for  a  haid 
money  earreney,  and  apdnst  tiie  evlk  of  a  depredated  one ;  bnt  these  pto» 
visions  were  nullified,  when  the  coarte  held  that  the  States  had  power  to 
charter  banks,  ■with  authority  to  issue  and  circulate  notes  as  money.  It  is 
now  too  late  for  the  courts  to  retrace  their  steps,  and  p;ivc  a  broader  con- 
struction to  the  prohibitions  of  the  Federal  Constitution,  whilst  it  is  hope- 
less to  expect  the  States  will  refrain  from  granting  bank  charters  with  au< 
thority  to  iamie  email  notee^  or  that  the  States  wUl  eoaoar  in  ealargiog  the 
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htte  because  there  has  been  no  effort  to  sabstitnte  any  safer  or 
better  device  of  credit  Tbo  people  have  been  offered  their 
dioice  between  a  enrrenoj  of  the  precious  metals  and  a  paper 
enrrenoy,  and  they  haye  deHberatelj  chosen  the  latter,  in  the 
face  of  inmtmenlde  mmings  from  the  opponents  of  banks,  both 
in  and  oat  of  authority.  The  constant  increase  of  banks  proves, 
beyond  question,  that  they  are  regarded  by  the  people  at  large 
as  an  advantage,  if  not  a  necessity. 

The  only  way  to  eheck  the  sniltiplieation  of  banks  in  this 
conntry,  or  to  obeek  their  operations,  is  to  replace  them  by 
something  better,  or  to  fomidi  the  ^ilities  they  afford,  withont 
the  misehielb  or  haiards.  To  propose  a  currency  of  the  predons 
netals,  whidi  has  been  persistently  rejected,  as  a.  remedy  for 
the  evils  of  banking,  is  not  only  inconsiderate,  but  abeord.  The 
men  of  this  day  and  country  cannot  be  indnoed  to  go  back  two 
bnndred  years  to  a  system  long  abandoned,  and  now  impossible; 
they  would  endure  qnadrople  the  evils  and  yezations  soffored 
htm  banks,  before  they  could  be  brougbt  to  encounter  the  ex-  ' 


Moatitntionol  pfohibikkm  in  raspeet  to  bills  of  or8^t»  to  m  to  probilMt  this 
power  to  banks.  Tbo  ssme  loeol  and  indiTidual  interests  that  indaeo  tho 

gniniing  of  bank  charters  with  this  privilege^  would  induce  the  Le;;islatures 
of  the  States  to  refuse  to  Confess  the  power  of  prohibitiii;:^  tlie  tij»<'  and  cir- 
culation of  bank-note?.  The  thirteen  hundred  banks  now  in  exibtenoe  under 
State  charters,  and  the  circulation  of  over  $200,000,000  of  bank-notes  as 
monej,  io  oonstant  oompetitioa  wi^  tibo  eonstitatiooal  oarrenoy,  attest  tho 
nugi^tads  of  tho  otU,  and  justify  tbo  worst  apptebonsioni  for  tho  fatvre. 
The  gradaal  increase  of  banks,  banking  capital,  and  bank-note  circulation, 
calls  for  repressive  action  under  appropriate  State  legislation.  When  these 
thirteen  hundred  banks  shall  be  increased  to  some  tvro,  three,  four  or  five 
thousand,  it  may  be  feared  their  aggregate  power  will  not  bo  easily  over- 
come until  a  suspension  of  specie  payments,  and  universal  bankruptcy,  shall 
call  for  a  suppression  of  tho  ovil,  and  » lostoration  of  tho  eonstitational  oas^ 
nney.  If  tbo  States  shall  oontioao  tho  obarter  and  mnltiplieatioa  of  banks 
with  authority  to  issue  and  circulate  notes  as  money,  and  fail  to  apply  any 
adequate  remedy  to  tho  increasinj;  evil,  and  also  fail  to  invest  Congress 
with  the  necessary  power  to  prohibit  the  Banio,  Con<:!;rcs8  may  be  justified 
in  the  exercise  of  the  power  to  levy  an  excise  on  them,  and  thus  render  the 
authority  u>  issao  and  molato  them  Talueless.  —  Bqporl  of  Mr.  OuthrU, 
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pense,  the  risks  and  alow  moTemento  of  an  ezolaATely  metallw 

currency. 

When  the  banking  system  of  this  country,  the  power  and 
efficacy  of  which  for  public  advantage  cannot  be  denied,  ivhatever 
may  be  its  equally  undeniable  abuses  and  parverrions,  is  to  be 
saperaeded,  whether  for  the  special  benefit  of  the  pnbiie  trea- 
BQTj,  or  from  commercial  considerations,  the  inquiry  must  be 
not  how  to  introduce  coins,  but  how  to  find  a  substitute  for 
bunks,  or  how  to  secure  the  facilities  of  banking  without  its  mis- 
chiefs* The  solution  of  this  problem  has  made  little  progress^ 
because  the  diseasnon  has  been  too  much  confined  to  the  arens 
of  party  politics.  On  the  one  hand,  the  effini  has  been  to  force 
the  banks  upon  the  pnblic  just  as  they  are;  and  on  the  other,  th« 
effort  has  been  to  reject  them  altogether,  witkoat  a  sabstitote. 
The  parties  to  this  discosnon  have  elicited  no  tmA,  and  set* 
tied  no  prin<fiples.  The  people,  howerer,  hare  not  stood  BtOl  in 
the  meantime,  bat,  finding  the  immense  power  aflbrded  by  banks,' 
they  have  multiplied  them  in  a  rapid  ratio,  although  no  progress 
was  making  in  the  eolation  of  the  problem  involTsd. 

We  entertain  no  doubt  that  a  sound  finandal  system  for  the 
United  States  can  be  successfully  constructed  upon  the  act  of 
August,  1846,  establishing  the  Independent  Treasury.  The 
public  creditors  sbould  be  offered  their  choice  of  payment  in 
coins  or  paper,  as  that  act  contemplates ;  and  this  offer  should 
not  be  a  mockery ;  the  proffered  treasury  notes  should  be  issued 
in  sach  denominations  as  would  make  them  a  positive  advantage 
and  convenience  to  the  public.  They  are  Issued,  in  Prussia,  as 
low  as  five  dollars,  much  to  the  satisfaction  of  the  people  not 
only  of  Ptassia,  bat  of  other  German  States  in  which  they  cir- 
culate. There  is  no  solid  financial  olijection  to  issuing  treasury 
notes,  in  the  United  States,  as  low  as  ten  dollars,  if  sach  an 
issue  were  desired  hy  the  people,  and  of  course  none  to  the  issue 
of  other  and  higher  denominations,  to  which  they  are  accus- 
tomed. Treasury  notes  payable  on  demand  should,  doubtless,  be 
issued  with  great  preeaations,  and  upon  a  system  which  would 
ensure  their  punctual  redemption  at  all  the  olBces  of  the  trea- 
sury. They  would  not  be  payable  with  interest,  because  they 
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xfou\d  be  issued  for  eircnlatioa  Mid  for  public  convenience ;  and 
all  the  advantage  the  government  would  d«rife  from  thk  circu- 
Ifttioa  would  go,  in  tho  first  place,  to  meet  the  expense  of  tho 
iane ;  and  in  the  next,  to  the  publie  benefit,  and  to  the  allem- 
tion  of  the  bnrdeM  of  taxation. 

The  treaevrj,  tlken^  would  reoeive  only  gold  or  tilver  coin,  or 
its  own  notes,  for  all  dues  to  the  go?emment ;  and  would  pay 
•U  orediton  eitber  in  coins,  or  im  notes,  as  they  preferred.  When- 
the  government  isened  •  treasury  note  in  payment,  it  would  pay 
one  debt  by  contracting  another ;  when  it  reeeiTod  one  of  its 
notes  for  owtoms  or  lands  into  the  treasury,  a  debt  would  he 
paid  to  it,  and  it  would  be  acquitted  of  »  debt.  Treasniy  notes 
Mtnrned  eztlnguiBh  an  equal  amount  of  notes  issued*  The  whole 
incoming  revenne  would  'be  a  fund  constantly  applied  to  the 
redemption  e(  the  treasuy  notes,  *  demand  for  which  could  not 
subside  so  long  as  there  were  debts  due  to  the*  treasury.  An  ' 
issue  of  this  kind  should  be  kept  strictly  within  the  amount  of 
probable  available  revenue;  and  then,  if  presented  for  tho  specie, 
the  same  amount  of  the  rcTenue  would  become  payable  in  specie. 
The  treasury  wouM  be  obliged  skilfiiny  to  adjust  its  issues,  and 
the  distribution  of  its  funds,  so  as  to  be  prepared  not  only  for 
the  rcgdar  progress  of  its  business,  but  for  emergencies. 

To  enable  sneh  a  system  to  work  well,  and  attain  its  legitimate 
growth,  it  should  have  assistance  like  that  furnished  in  England 
by  the  Exchequer  bills.  This  would  be  furnished  by  treasury 
notes  of  1100,  $500,  and  $1000,  bearing  daily  interest,  issued 
in  an  aceeptable  form,  payable  in  six,  eight  or  twelve  months. 
These  should  be  accessible,  at  all  the  offioes  of  the  treasury,  in  sneh 
sums  as  gradually  to  attract  a  class  of  lenders  who  would  habitu- 
ally depend  on  them  for  temporary,  investment.  By  ])nnctnal 
payment  of  these  securities  at  maturity,  by  keeping  up  the  sup- 
ply, the  number  of  con^titors  for  them  would  constantly  in- 
crease ;  and  a  regular  as  wcH  as  growing  demand  for  them  could 
be  established,  which  would  place  at  the  disposition  of  the 
government,  upon  emergency,  almost  any  desired  sum.  The 
constant  supply  of  money  which  would  thus  be  poured  into  the 
treasury  in  specie,  would  furnish  an  unfailing  resource  in  evefy 
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locality  for  the  redemption  of  such  of  the  small  treasurj  notes  as 
might  be  presented  for  payment  in  com.  The  effect  of  thus 
epening  »  commiuiication  between  the  gOTermneot  and  lenders 
of  money,  by  a  security  adapted  to  their  wishes,  and  constantly 
renewed,  so  ns  to  give  all  an  opportauity,  can  only  be  appre* 
Mated  by  those  who  haTO  studied  the  English  system  of  £zohe- 
qoer  bills  in  that  aspect,  or  the  French  system  as  it  is  now  con* 
nccted  with  the  domestic  exchanges.  The  last  Franoh  loans 
funish  an  iUnstratkm :  ^ — 


fnam.  VmuB.  Pranca. 

Mked  bygOTcrnmoDt:,............^..  2j0,00«,000      500,000,00»  750,000,009 

«      of  the  fams  offend   M1JM,m    l,U6>0M,m  MM^^MS 

«     offered  ia  Paris,  and  from  other  \  „ .  _  ___  _ _  . 

\  n4fi%^99%  S^M^MS 

"     ofTcrod  in  lbs  deF«rtan<t...»..«  259,OI>0,OOS  1i7fi»,0Wt  1419,OM,0M 

"Whole  number  nf  finb«cribers  9S.00O            177,0«e  817,000 

SnhflcribersatPariSfMDdinoUiercoootrioe.        20,000             51,000  80,000 

BBbforlbm  tn  tbe  depaitaMnto..^.. .........        72,000          126»<I00  237,000 

Upon  the  occasion  of  these  three  loans,  the  people  out  of  Paris 
tendered  more  than  the  whole  amount  required  by  the  government.. 
The  offering  for  these  loans  astonished  all  Europe.  It  was  made 
abundantly  clear,  that  the  government  of  France  was  not  de> 
pendent  upon  the  cafutalists  of  Paris,  of  England,  of  Holland, 
Belgium  or  Germany,  for  loans  even  of  thi^  threat  magnitude. 
The  second  loan  of  1855,  for  over  §100.000,000,  attracted 
BO  less  than  2^7,000  bidders  in  the  heart  of  France,  without 
including  Paris.  This  extraordinuj  and  prompt  liberality  was 
almost  wholly  owing  to  the  relations  mi^tained  by  the  receivers- 
general  of  the  d^rtmcnts  with  the  men  of  businees.  More  than 
200,000  men  were  found  ready  to  assist  the  treasory  which  had 
&vctred  them.  Those  who  liad  money  to  lend  were  generally 
known  to  these  receivers  and  their  officers.  The  ultimate  power 
of  a  treasury,  thus  conducted,  is  beyond  estimate ;  but  it  is  • 
power  which  would  vanish  at  ooo%  if  abused.  It  is  a  power 
which  ought  to  exist  in  every  nation,  because  it  can  be  so  exer- 
oised  as  greatly  to  alleviate  the  burdens  of  taxation,  and  pcovft 
a  ready  resource  in  oases  of  financial  embarrassment. 

1  Annuaire  de  l'J:koQumlo  Politique,  1850,  page  47L 
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If  U  be  objected,  that  all  this  inTolvM  dangerous  abuses, 
grt*t  complications,  and  subsequent  disasters,  tto  reply  that  the 
]ire8ent  system  iavolves  greater  mischiefs  and  disordm,  and  final 
disasters  for  greater,  because  the  immediate  causes  are  \c?% 
▼isible.  No  system  of  national  finance  can  be  complete  Tvithout 
lome  compUcatioii ;  but  there  is  skill  and  ability  enough  in  this 
country  to  anrmount  all  this  difficulty.  It  should  not  be  over- 
looked, howeTCTf  that  our  national  system  should  be  constructed 
with  a  view  to  the  tendencies  of  the  national  mind,  and  the  busi- 
Ms  habits  of  the  people  ;  it  will  then  be  not  only  more  popular, 
but  find  the  most  skilful  conductors.  In  the  proposed  system, 
tfaero  are  special  features  which  make  w^iso  prorisions  neces- 
aary,  the  administration  of  which  would  require  special  skill  and 
ezperienoe  in  mch  matters ;  of  these  rcquintes,  and  the  needful 
integrity,  it  is  to  be  hoped  the  country  is  not  deemed  to  be  desti- 
tute. The  Seeretary  of  the  Treasury,  the  Treasurer  of  the 
United  States,  the  Bireetors  of  the  mints,  and  all  the  assistant 
treasurers,  might,  ex  officio,  be  formed  into  a  board  to  whieh  this 
whole  system  could,  under  a  well-devised  plan,  be  safely  en- 
trusted. To  remove  so  important  and  delicate  a  task  from  the 
arena  of  politics,  the  members  of  this  board  should  hold  their 
offices  for  a  fixed  period,  and  be  then  ineligible ;  one-fourth  of 
the  board  should  go  out  every  year. 

It  is  very  true  that,  as  the  people  would  prefer  this  cur- 
rency not  only  to  bank-notes,  but  to  gold  or  silver,  a  much 
larger  amount  could  be  thrown  at  once  into  droulation  than 
would  be  expedient.  To  determine  the  proper  amount  to  be 
issued  would,  from  the  beginning,  be  a  serious  question ;  but, 
grave  as  the  mistakes  which  have  been  committed  in  this  respect, 
there  are  principles  which  would  safely  guide  even  governments 
in  issuing  notes  payable  On  demand.  The  banks  of  circulation 
have  been  recommended  to  keep  one-third  of  the  amount  of  their 
Issues  in  specie  as  a  sufficient  protection.  This  never  deserved 
to  be  called  a  rule,  or  a  principle.  It  is  not  even  a  reasonable 
ooigecture.  The  true  principle  of  such  circulation  is,  that  it 
should  be  returned  by  the  debtors  at  a  rate  equal  to  that  at 
which  it  is  issued.    The  debtors  of  a  nation,  or  a  bank,  arc  its 
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proper  ngents  of  redemptioii.  If  a  bank  issues  notes  payable  on 
demand,  which  the  prooeSS  of  pajing  debts  at  the  bank  docs  not 
return  as  rapidly  as  thej  are  sent  forth,  it  must  eventually  be 
^led  upon  to  pay  them  in  specie  at  a  time  when  it  may  be  in- 
conTcnient  or  impossible.  Ihe  debts  doe  to  a  bank  should 
absorb  all  its  circulation,  or  return  some  currency  that  Avould 
pay  it;  whenever  this  rule  is  violated,  there  is  daiif^.  The 
banks  incur  this  danger  habitually  by  discotmtiag  paper  at  tlie 
average  time  of  two  months,  and  giving  their  own  notei  payable 
on  demand.  They  stand  the  hazard  of  the  two  months,  even  if 
the  return  current  should  finally  be  of  the  same  volume  as  the 
one  oatwajfd.  Under  this  rule,  they  caa  never  be  aafey  and 
people  can  never  feel  that  they  are  safe. 

The  rule  by  which  a  government  may  iasne  paper,  is  the  rate 
of  the  receipt  of  the  revcnae.  The  payments  into  the  treasmy 
should  return  all  the  notes  issued,  or  the  gold  or  silver  thai 
would  redeem  them.  The  amount  issued  should  be  kept  so  far 
within  the  receipt  of  the  revenue,  that  no  probable  defioieneyof 
the  income  can  ever  disturb  the  proeeBs  of  redemption.  !l^ei<e 
will  be  no  difficulty  in  providing  speote  to  pay  all  that  could  be 
demanded  under  the  exceptions  to  this  rule. 

In  the  case  of  a  public  treasury  issuing  notes  payable  on  de« 
mand,  it  may  oecur  that,  being  everywhere  acceptable,  and 
having  a  wide  range  of  circulation,  they  would  remlun  in  the 
hands  of  the  public,  and  thus  leave  the  treasury  to  an  inercasiag 
use  of  the  precious  metals,  or  to  the  issue  of  a  larger  proportion 
of  treasury  bills  to  meet  the  constantly  increasing  demand  for 
them  on  the  part  of  the  public  creditors.  If  this  demand  were 
complied  with,  the  amount  in  circulation  would  soon  run  up  to  a 
large  sum,  and  they  might  be  thrown  back  on  the  treasury  at  a 
very  inconvenient  time.  This  difficulty  would  have  to  be  met, 
for  the  issues  of  a  treasury  may  circulate  far  too  widely  to 
be  always  within  the  reach  of  thoae  who  would  pay  duties,  or 
pay  for  land.  As  a  means  of  overcoming  this,  treasury  notes 
might  be  issued  payable  within  six  months  on  demand,  and  after 
that  time  payable  with  interest  on  suoh  days  as  the  government 
might  appoint,  but  receivable  at  all  times  for  dues  at  the  trca- 
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Bury.  No  •ocumulation  beyond  Biz  months  could  then  be  brought 
suddenly  upon  the  treasury,  and  no  loss  could  accrue  to  the 
holder,  for  bis  note  would  bear  interest  from  tho  time  it  coascd 
to  be  pi^ablo  oo  demand ;  and  both  banks  and  iudividuals  all 
over  tbe  country  wonld  gladly  take  them  ns  an  inyestment. 
These  notes,  .however,  should  be  all  paid  off  within  the  year  ;  of 
whicli  payment,  day  and  place,  the  holders  should  be  duly  noti- 
fied in  the  pablie  joornals. 

An  issue  of  tremiy  notes  would,  upon  thin  plan,  in  a  few 
years  leaoh  the  sum  of  at  least  $100,000,000,  and  displace 
nearly  that  amount  of  bank-notes,  by  fumishtng  a  medium  which 
would  be  equally  good  in  every  part  of  tlie  country.  This  is  the 
best  mode  of  reducing  the  circulation  of  bank-notes,  and  limiting 
their  power;  it  is  only  by  furnishing  something  better  — a  cur- 
renflj  more  oonvenient,  more  acceptable  throughout  our  whole 
territory,  and  more  reliable  —  that  people  can  be  induced  to 
forego  the  benefits  of  the  banking  system.  The  use  of  a  bank 
currency  is  so  rooted  in  the  habits  and  usages  of  tbe  people  of 
the  United  Stetes,  that  nothing  can  eradicate  it  but  a  better 
paper  currency.  They  will  give  up  th^r  relianoe  on  banks  just 
in  proportion  as  something  else,  as  consonant  with  their  modes 
of  business,  and  more  safe,  is  offered  as  a  substitute. 

Xhe  issue  of  treasury  notes  for  circulation,  and  to  be  taken  at 
the  option  of  tbe  public  creditors,  would  be  incomplete  in  another 
respect,  as  a  measure  of  national  finance,  without  an  issue  of 
larger  denominatiens,  bearing  interest,  for  the  advantage  of 
those  who  desire  to  make  investments  in  government  securities. 
The  people  should  not  only  have  an  opportunity  of  lending  to 
the  government — they  should  be  accustomed  to  it.  Financial 
skill  and  experience,  and  the  combined  knowledge  of  the  various 
treasurers,  could  alone  tell  what  amount  of  these  treasury  notes, 
,  bearing  interest  from  date,  should  be  issued.  It  should  be  largo 
enough  to  attract  special  attention  throughout  the  country, 
for  they  should  be  made  accessible  in  as  many  places  as  practir 
cable ;  it  should  also  be  great  enough  to  supply  all,  or  a  con« 
siderable  proportion,  of  those  who  desire  this  kind  of  security. 
This  demand  would  be  difierent  from  that  which  exists  for 
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Exchequer  bills  in  Great  Britain ;  there  it  has  *  larger  eeope, 
beeaiiBe  the  amount  required  is  greater,  and  because  the  govem- 
nent  receives,  in  exchange  for  Exchequer  bills,  both  notea 
and  checks  on  the  Bank  of  England ;  here  the  treasury  would 
only  receive  its  own  notes,  gold  or  silrer  coins,  or  bullion.  Our 
treasury  would  become  then,  the  reservoir  of  all  the  spare 
bullion  and  coins  in  the  country.  Now,  as  soon  as  the  precious 
metals  become  abundant,  thej  are  shipped  abroad,  vhere  there 
is  always  debt  to  pay.  The  banks,  too,  would  promptly  avail 
themselves  of  a  facility  affording  them  not  only  interest  for 
specie  ihey  could  spare,  but  giving  them  a  security  which  would 
command  the  specie  in  case  of  emergency.  Now,  they  lose  in* 
terest  on  all  their  reserve  of  gold  or  silver,  and  are  of  coarse 
tempted  to  make  that  reserve  small ;  the  spede  whieh  is  not 
immediately  wanted  now  goes  across  the  Atlaatio^  and  cannot 
be  reooveied  to  meet  an  unexpected  demand.  If  London,  or 
Paris,  or  Hamburg,  is  in  pressing  need  of  a  supply  of  the  pre- 
dons  metals,  a  few  days  only  are  needed  to  fnmbh  them ;  but 
we  have  no  such  conTcnient  resource.  The  government  here 
should  keep  that  reserve,  which  neither  banks  nor  individnals 
will  be  at  the  expense  of  maintaining.  If  the  government  here 
would  but  pay  interest  fbr  the  speeie  offered  to  it  upon  six  or 
twelve  months'  treasury  notes,  an  ample  supply  m^ht  be  always 
on  hand  to  aid  the  banks,  or  assist  in  regulatbg  the  eurrency* 
The  issue  of  treasury  notes  upon  interest  here  contemplated 
should  be  regarded  as  a  purely  financial  operation,  and  be  under 
the  direction  of  the  Board  of  Treasurers.  The  money  thus  ad- 
▼ineed  to  the  government  should  not  be  the  subject  of  appro> 
priation  by  Congress,  or  of  draft  by  the  Secretary  of  the  Trea* 
sury,  except  under  regulations,  and  to  an  extent,  lixed  by  the 
Board.  It  should  be  an  aid  to  the  treasury,  but  should  never 
be  absorbed  or  broken  down  by  it.  No  temporary  wants  of  the 
treasury  should  ever  disturb  the  punctual  discharge  of  treasury 
notes  made  payable  at  a  day  named.  So  long  as  this  punctuality 
was  observed,  they  would  be  sought  for  and  would  absorb  largo 
amounts  of  the  smaller  denominations  made  payable  on  demand. 
These  two  modeii  of  issue  would,  with  careful  attention,  work 
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together  like  the  wheels  of  a  clock,  and  altimately  give  the  trea* 
naj  great  power  for  naefol  financial  zegnlation  in  all  thut  con* 
eemf  the  evnenoy  of  the  eoantry— »  power  which  would  be 
efficient  in  propcrtion  as  it  eonld  be  ikilfiillj  and  maeij  emr- 
eieed,  and  which  would  ceaae^  if  awkwardly  or  improperly 
employed.  ^ 

The  effect  of  this  would  be,  that  the  people  of  the  United 
Btatee  would  auatain  an  iasoe  of  small  notes  by  the  goremmenty 
not  bearing  interest,  which  would  much  more  than  pay  the 
interest  of  a  large  amount  of  the  precious  metals  kept  in  the 
treasury  to  support  the  currency,  and  strengthen  the  credit  of 
the  country  and  its  institutions  in  those  times  of  peril  and  diffi- 
eiil^  whic^  most  be  eipected  occasionally  in  the  complicated 
moTcments  of  industry,  trade  and  credit. 

Two  features  should  be  prominent  in  the  Independent  Trea-. 
Bury,  if  amended  in  accordance  with  such  or  similar  suggestions. 
The  Assistant  Treasurer  of  New  York  should  haye,  ni^ter  pro- 
per regulations  and  supervision,  the  charge  of  all  the  moYements 
and  distribution  of  the  public  moneys.  This  would  be  a  respon- 
sible duty ;  but  it  can  be  best  understood,  and  best  executed,  by 
the  first  officer  of  the  treasury  in  New  York.  All  needful  fadl^ 
ties  and  information  are  most  easily  accessible  there. 

The  other  would  be,  that  the  office  of  the  Treasurer  in  Wash- 
ington should  furnish  a  complete  exhibit  of  all  the  funds  in  all 
the  treasuries,  not  merely  by  an  account  with  each  sub-treasury^ 
but  by  a  complete  summary  of  the  books  at  each  office.  AH 
financial  agents,  all  disbursing  officers,  and  others  having  charge 
of  public  money,  should  make  report  to  the  chief  office  at  Wash^ 
ington,  as  well  as  to  any  other  offices  with  which  they  might 
bo  in  connection. 

But  whatever  may  be  the  system  of  national  finance  adopted 
by  the  United  States,  or  indeed  by  any  other  nation,  if  it  bo 
sound  and  comprehensive,  it  must  involve  some  relations  with 
the  duinestic  exchanges  of  the  country.  This  is  especially  the 
case  in  our  system  of  confederated  States,  covering  so  great  a 
territory,  each  of  which  has  its  own  laws  and  commercial  cus- 
toms.   The  home  trade  of  the  LmLud  ;DLalcs  iai-  exceeds  tho 
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foreign  trade  between  an  j  of  the  ooimtries  of  Europe,  in  proper* 
tion  to  the  popnlation.  There  the  honndanes  between  ^e  dif* 
ferent  nations  makes  that  foreign  trade  which  here  is  domestio 
*  trade ;  there  that  is  foreign  exchange  which  here  domestio 
exchange.  That  the  internal  exchanges  of  the  United  States 
are  accomplished  with  as  little  moTement  of  the  precious  metals 
as  the  same  amount  anywhere  else,  is  probable ;  bat  that  a  vast 
amount  of  unnecessary  friction  exists,  which  might  be  saved,  is 
very  certain.  It  is  not  the  friction  of  transmitting  gold  and 
•ilrer,  bo  much  as  the  friction  of  credit;  it  is  that  which  arises 
ftrom  want  of  concert,  from  want  of  information,  and  from  the 
immense  number  of  agencies  employed  in  it.  A  system  is 
needed,  which  only  the  power  of  the  national  goyemment  can 
^ve;  a  power  certainly  within  the  letter  and  spirit  of  the  con- 
stitution. 

Foteign  exchange,  which,  like  domestic  exchange,  is  only  a 
mode  of  setting-off  debts  against  debts,  by  the  mode  of  its  oper^ 
tion  becomes  concentrated  upon  a  few  points,  and  in  few  hands. 
The  foreign  exchange  of  this  country  is  chiefly  carried  on 
through  New  York,  and  by  the  agency  of  a  few  persons  there, 
because  it  is  scarcely  the  interest  of  many  to  form  foreign  eon* 
nections,  with  «  view  to  so  limited  a  business.  The  friction  of 
this  exchange  is  therefore  small,  and  the  business  is  transacted 
with  facility,  because  few  are  engaged  in  it.  The  domestic 
exchange,  on  the  other  hand,  involring  more  than  fire  times  the 
amount,  with  less  difficulty  in  forming  the  needful  connections, 
beeomes  a  favorite  business  with  the  public  hanks,  a  host  of  pri- 
vate bankers,  brokers  and  merchants.  From  this  ensues  not  only 
much  friction  and  many  complications  in  the  movement,  bat  a 
wide  field  is  opened  for  fictitious  operations  in  exchange.  Undue 
competition  of  parties  thus  dealing  in  exchange  induces  them  to 
ofl'cr,  sometimes,  more  than  legitimate  facilities,  and  at  othw  times 
to  ask  more  tiian  reasonable  rates  for  their  agency;  at  the  best, 
it  id  productive  oi'  mischievous  and  embarrassing  rivalry,  auii  is 
the  cover  of  not  a  few  of  the  worsL  abuses  of  the  credit  system. 

Domestic  exchange  involves  tiic  adjuslinent  of  the  debts  of 
thu4>e  who,  though  of  the  same  couutry,  arc  yet  so  remote  as  to 
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require  correspondence,  and  the  au't  ncy  of  third  parties.  As 
eflfected  by  the  processes  of  liie  credit  system,  it  is  ulinoat  as 
simple  as  the  raode  of  adjustment  wlien  the  parties  reside  in  the 
same  city,  ^  both  are  acconipIii>hed  by  means  of  banks,  or  those 
acting  as  bankers.  But  whilst  three  score  of  banks  in  New  York 
may  be  engaged  in  making  the  adjustments  of  the  men  of  busi- 
noM8  in  that  city,  the  vicinity  of  these  banks  to  each  other  ena- 
bles them,  without  great  trouble,  to  make  the  daily  settlements 
between  themselves  which  inevitably  accrue  from  the  dealings  of 
their  customers.  The  buj^iness  of  these  atlju-tinents  between  the 
banks  of  New  York  became,  however,  at  last  so  burdensome,  aa 
to  require  a  special  facility,  which  was  found  in  a  el  aring- 
house.  If  the  basiness  done  in  all  the  banks  of  New  York  was 
confined  to  five  or  six  of  the  numberi  they  would  need  no  dear* 
ing-house ;  it  would  be  as  convenient  to  settle  with  each  other  in 
the  old  way.  So,  if  the  domestie  ezchotige  in  each  city  is  oon* 
trolled  by  a  few  banks  or  persons,  it  may  work  smoothly,  where 
otherwise  there  would  be  friction.  We  refer  to  this,  howover> 
only  by  way  of  illustration;  for,  if  the  number  of  those  in  our 
chief  cities  dealing  in  exchange  were  ever  so  reduced,  there 
would  remain  a  necessity  of  providing  s  national  system  by 
national  legislation.  If  the  banks  in  many  of  our  cities  now  find 
themsdves  compelled,  from  motives  of  economy  and  facility  in 
business,  to  resort  to  the  processes  of  a  clearing-house,  the  same 
reasons  apply,  with  far  greater  force,  to  the  adjustments  Bet* 
tlements  arising  out  of  the  domestic  exchange.  The  daily  clear* 
xog,  or  mutual  balancing  of  acconntSy  between  .the  fifty  or  sixty 
banks  in  the  city  of  New  York,  amounts  to  over  $20,000,000. 
But,  large  as  this  sum  is,  it  must  fall  iar  below  the  amount  paid 
each  day,  in  the  United  Slates,  in  the  eperationa  of  domestic 
exchange.  If  we  take  all  the  dties,  towns  or  places  of  businese 
in  the  United  States,  each  one  has  its  daily  maturing  claims  on 
all,  or  a  portion  of  the  others;  each  place,  leaving  ont  of  view 
individuals,  may  be  said  to  have  a  certain  claim  npon  all  the 
others,  and  to  be  mlject  to  dsima  from  alL 

New  York  has  eadi  daj  a  claim  npon  other  cities  and  places, 
•nd  is  stdgect  to  oertnin  chins  from  other  places.  If  the 
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fimounts  ■were  known,  it  could  be  stated  whether,  upon  any  par- 
ticular day  or  week,  the  balances  were  in  favor  or  against  New 
York  "with  all  other  places  in  the  United  States ;  and  so  with 
regard  to  Philadelphia,  Boston,  and  other  cities.  |^11  this  vast 
business  of  payments  between  separate  places,  from  Maine  to 
Texas,  and  from  CaUfomia  and  New  York,  is  adjusted  every 
seealar  day  through  the  agency  of  banks,  or  bankers.  Who  <>an 
.  conjecture  the  amount  of  payments  involved  in  this  Mynstment  ? 
Wo  know,  generally,  that  these  payments  follow  upon  commer- 
cial transactions  which  have  gone  before ;  that  commodities 
have  been  sent  from  the  North  to  the  South,  and  from  the 
South  to  the  North,  and  likewise  from  fiast  to  West,  and  from 
West  to  East,  and  that  the  paper  securities  which  go  into  the 
banks  exactly  represent  the  amount  of  the  transactions,  and  the 
market  values  involved ;  but  the  sum  of  all  these  We  have  no 
means  of  kqowing.  We  know  that,  mainly,  the  commodities 
sold  and  transmitted  pay  for  each  other,  and  that  the  balanoee 
paid  in  coins  are  comparatively  very  small.  A  thousand  per- 
sons in  Pennsylvania  may  be  dealing  with  a  thousand  in  Xiooi- 
siana,  to  the  yearly  amount  of  $10,000,000.  They  send  money 
from  neither  side ;  the  debtors  in  Pennsylvania  pay  the  cre- 
ditors in  that  State^  and  in  Louisiana  the  same;  and  that  is 
accomplished  by  the  operations  of  domestio  exchange,  and  the 
agency  of  the  banks. 

But  this  business,  as  now  effected,  involves  needless  expose, 
trooble  and  time.  It  must  be  evident  that  this  adjustment  be- 
tween Pennsylvania  and  Louisiana,  involving  $10,000,000  on 
each  side,  can  be  made  with  more  or  less  fMuli^,  aocerdiag  to 
the  number  engaged  in  it.  If  an  hundred  are  engaged  on  each 
side,  they' would  be  claimants,  on  the  average,  of  9100,000 
each ;  two  hundred  persons  would  be  corresponding  on  the  snb> 
ject,  two  hundred  sets  of  books  would  contam  the  accounts,  and 
quite  ^  complicated  a4justment  would  vsmam  to  be  made  oa 
each  side  between  these  hundreds  of  agents,  besides  that  which 
would  have  to  be  made  by  each  one  with  his  customers.  If  the 
number  engaged  were  rednoed  from  a  hundred  ea  each  side  to 
five  or  one^  it  is  plain  that  the  labor,  complioatioBs  and  expense 
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"Would  bo  reduced  in  proportion.  Our  domestic  exchange  is  mm 
conducted  on  the  cumbrous  pLan  supposed ;  as  banks  and 
bankers  increase,  the  confusion  increases,  and  the  elpense  and 
friction  must  also  increase. 

Not  merely  the  individuals  concerned  in  this  domestic  ex- 
chantre  need  a  new  f'^ioilitv  in  tliese  circumstances,  the  banks 
niid  bankers  who  arc  their  agents  need  it  still  more ;  they  need, 
in  the  business  of  the  domestic  exchange,  an  institntion  which 
should  approximate  to  the  operation  of  a  clearing-honae.  If 
every  bank  or  banker  in  New  York,  who  discounts  or  purchases 
a  bill  or  note  payable  at  any  other  place,  could  at  once  send  it 
to  an  oflSoe  of  exchange  in  that  city,  the  books  of  that  office 
would  show  each  day  the  olaimB  of  New  York  upon  all  the  rest 
of  the  country ;  and  its  isomei^ndence  would  show  the  claims 
of  all  the  rest  of  the  country  each  day  upon  New  York ;  and 
the  same  of  such  an  ofBce  in  every  other  ci^.  The  whole  biui- 
ness  of  domeetic  exchange  might  be  thus  concentrated  in  every 
city  at  one  office,  in  which  would  be  exhibited  daily  the  debts 
and  eredits  of  that  city,  and  its  dependencies  to  and  with  all 
etiiers. 

It  is  obvious  that  ofiices  of  domestic  eiofaange  thus  refnresent- 
ing  whole  cities  or  districts^  and  concentrating  their  debts  and 
credits,  could  settle  their  mutual  claims  with  a  fadlily  nearly 
equal  to  the  operations  of  a  clearing-house.  Even  the  Immense 
turns  inYoIred  in  the  mutual  daims  between  New  York  and 
Fhiladdphia,  and  daily  paid  off  and  settled  by  correspondence 
between  hnndreds  of  banks,  bankers,  brokers,  and  merchants, 
in  which  letters  and  remittances  cross  each  other  in  an  endless 
variety  of  ways,  and  with  an  amount  of  labor  and  friction  be- 
yond estimate,  would  be  seen  at  a  glance,  their  magnitude  and 
importance  appreciated,  and  the  amount  nearly  paid  off  by  the 
columns  of  a  ledger.  The  aggregate  indebtedness  of  the  dties, 
each  to  the  other,  would  be  disdiaiged  as  an  aggre|^te  liability. 
Sach  bank,  or  person  concerned,  would  have  only  to  aooouBt 
with  their  eustomers  aooording  to  their  relations  with  eaeh 
other;  amounts  due  by  individaals  in  New  York  to  persons  in 
Philade^kia  would  be  plaoed»  in  Nev  York,  to  the  credit  of 
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those  to  "whom  persons  in  Pliiladolpliia  were  iiidel^tcd ;  and  so 
with  individuals  in  Philadelphia  creditors  or  debtors  of  porsnns 
in  New  York ;  both  classes  would  make  and  receive  their  pay- 
ments in  their  own  city.  The  office  proposed  would,  in  a  few 
hours,  change  the  indebtedness  between  individuals  residing  in 
different  States  or  cities  into  indebtedness  between  iKirties  in 
the  same  vicinity,  neighbors  and  customers  of  the  same  bank, 
and  \v(  II  known  to  each  other. 

l>y  the  agency  of  offices  estaldished  for  the  express  purpose 
of  aiding  domestic  exchange,  the  government  could  disiribute 
perfectly,  promptly,  at  the  least  risk,  and  with  the  least  ex- 
pense, to  every  required  point,  all  the  public  revenues ;  and  at 
the  same  time  the  domestic  exchange  arising  from  commercial 
operations  could  be  facilitated  and  economized  to  the  utmost 
practicable  degree.  A  public  institution  designed  to  regulate 
and  :issi*t  the  domestic  excliaiiges  of  the  country,  with  all  the 
ramiiications  and  brmiclies  to  make  it  efficient,  would  be  a  boon 
to  the  industry,  the  ti  ;ule,  and  the  credit  system  of  the  country, 
the  value  of  which  would  be  almost  beyond  estimate.  It  would 
need  to  have  a  close  and  systematic  connection  with  tlic  finan- 
cial  system  of  the  United  States,  that  tlic  ofiices  of  the  public 
treasury,  and  the-  offices  of  domestic  exchange,  might  operate 
together,  so  far  as  needful,  and  lend  mutual  support  in  CTery 
exigency,  and  that  their  information  might  be  in  common. 

This  can  be  done  with  greab  effect,  without  departing  from 
the  true  limits  of  a  proper  system  of  national  finance,  and,  on 
the  other  hand,  without  disturbing  the  regular  processes  of  the 
credit  system.  This  mode  of  facilitating  the  domestic  exchangeS| 
and  of  assisting  the  national  treasury,  might  be  ultimately 
enlarged,  so  as  to  curb  or  core  many  evils  of  tl»  credit  system* 
It  might,  indeed,  be  so  shaped  and  so  managed,  whilst  pro- 
moting every  legitimate  interest  of  industry  and  trade,  as  to 
bring  fairly  and  permanently  within  the  power  of  the  general 
goremment  that  control  of  the  currency  of  the  oonntry  which 
the  present  banking  system  has  given  to  the  separate  States ; 
a  result  attainable  without  any  shock  to  credit,  or  anj  violence 
to  tbe  banks.   The  messnres  and  finanoial  poli^  directed  to 
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this  important  objeet  might,  we  faWj  boKevv,  be  ao  abaped  and 
10  managed,  af  to  aecore^be  approval  of  all' the  beat  banls  in 
tbe  eoiutrj,  and  still  more  eertaini j  that  of  tbeir  eaatomen. 

An  institntion  designed  to  regolate  and  aid  the  domestic  ex- 
changes of  the  United  States,  and  to  aecompHsh  the  transmis- 
sion and  disteibadmi  <^  the  pnblio  revenues  free  of  expense, 
iroold  bare  to  receive  its  shape  and  power  from  the  general 
government. 

For  its  general  features,  we  make  the  following  suggestions : 

A  capital  of  not  less  than  ^5,000,000  in  coins  or  bullion, 
derifod  from  residents  of  the  United  States.  The  subscription 
to  remain  permanently  open  to  all  persons  applying  by  letter, 
by  proxy,  or  in  person,  who  pay  the  amount  at  the  time  of  sab- 
scribing.  No  sum  less  than  $100  received.  Receipts  to  be 
given  in  suras  of  $100,  negotiable  and  payable  to  bearer,  or  to 
order,  as  desired. 

The  depositories  of  the  United  States  to  be  authorised  to 
receive  and  keep  this  paid-up  capital,  but  wholly  apart  from 
public  money,  until  safe  places  of  deposit  can  be  provided. 

To  have  a3  many  offices  as  may  be  needful,  one  at  least  in 
every  State,  and  one  in  every  town  of  10,000  inhabitants ;  no 
one  of  which  to  liave  power  to  lend  money,  to  issue  bank-notes, 
or  keep  deposit  accounts,  to  discount  or  purchase  commercial 
paper  of  any  description,  or  any  other  security. 

The  capital  to  be  strictly  applicable  to  tlie  pa3  ment  of  the 
balances  of  domestic  rx  liaii^e,  and  to  afford  the  requisite  facili- 
ties for  the  transmission  and  distribution  of  the  public  revenue. 

To  have  power  to  receive,  pay  and  purchase  coins  and  bullion  ; 
to  purchase  at  par  treasury  notes,  or  other  securities  of  the 
general  government;  and  to  purchase  its  own  scrip  or  shurcs  at 
not  less  than  par,  payable  in  coins  or  treasury  notes. 

The  oflice  in  New  York  to  have  the  special  direction  as  to 
payments  of  balances  between  the  oftices,  and  as  to  the  transmis- 
sion and  distribution  of  the  public  revenue,  in  accordance  with 
the  requirements  of  the  jtruper  officers  of  the  treasury.  The 
affiliation  of  all  the  offices  to  be  so  complete  as  to  make  one  body 
of  the  whole,  all  property  and  all  liabilities  being  iu  common. 
41 
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Eaidi  office  to  roeeivo  for  ooBeetioii,  tmm  htokln  or  bttskeMy 
eorporftdons  or  mdWidoab,  OTory  deecriptioii  of  paper  lecaritj, 
pajable  at  a  diffflrent  plaoe  from  tliat  at  wliieh  it  is  reeeiTod; 
and  to  make  proper  anangementB  for  all  who  diain  to  acJiott 
and  aet-off  del»ts  withoat  tlie  ase  of  money. 

AU  ooUeetiona  to  be  made  tkroogh  tbe  ofieeta  or  agents  of 
tbe  institationy  and  in  par  eunem^  of  tiie  plaee  wbare  the 
amoonts  collected  are  reoeiTod. 

The  offices  to  main  daily  settlements  irith  eaob  other;  irhere 
this  is  not  praoticablei  to  make  them  as  often  as  the  maUs  and 
the  course  of  basmess  will  permit.  The  aocooata  of  the  offiess^ 
as  against  each  other,  to  be  first  balanced,  and  the  diierenoe 
a^jasted  or  paid.  The  proceeds  of  collections  to  be  then  distii* 
bnted  among  those  who  had  deposited  olaims  for  cdUeotion 
which  had  been  dnlj  paid  at  other  offices.  The  charge  for  eot- 
leotion  not  to  exceed  half  per  cent,  to  which,  at  each  settlement^ 
is  to  be  added  at  the  creditor  offices,  and  ajqportioned  npon  the 
whole,  tbe  cost  of  remitting  specie  to  pay  the  balances. 

To  transmit,  free  of  eipense,  any  fands  of  the  United  States, 
at  the  instance  of  the  proper  officers  of  the  treasuiy,  to  sny 
office  of  the  treasury  designated ;  and  to  perform  any  other  ser- 
vices for  the  tareasary  which  may  be  within  the  scope  of  its  action 
and  organisadon ;  that  is,  any  servicer  pertaining  to  the  payment 
or  receipt  of  coins  or  boUion,  or  pertaining  to  treasary  notes,  or 
any  other  secority  of  the  United  States. 

To  ha?e  power  to  correspond  with  institatieiis  or  individaals 
in  foreign  coimtries,  in  referenoe  to  the  payment  of  balances, 
setting-off  debts,  and  to  the  export  or  import  of  the  preeioas 
metals ;  bat  not  to  have  power  to  pnrebase  or  discoont  foreign  ' 
bills  of  exdmnge,  nor  to  draw  bills,  nor  sell  drafts  upon  any 
foreign  oorrespondent  or  country. 

The  capital  being  paid,  the  organisation  being  oomplei^  the 
Secretary  of  the  Treasory,  the  ^beasnrer  of  the  United  States^ 
and  all  the  Assistant  Treasnrers,  the  Directors  of  the  various 
mints  and  assay  offices,  to  be  ojfeio  members  of  the  Board  of 
Directors. 

Dividends  to  be  declared  half-yearly,  payable  in  coins  or  trea- 
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inj  aotos,  as  the  parte  entitled  mej  veqiiest.0  Ko  teaenre  of 
net  profita  te  be  retained,  ezoept  wkat  maj  be  neceisary  to 
replaee  eapital  eipended  in  boilding,  or  in  tbe  pnrohaae  of  bnild- 
inga,  for  tbe  porpoaea  of  the  inatitntion. 

Interest,  at  tbe  rate  of  lix  per  oent«,  to  be  paid  to  eveij  new 
anbienber,  finmi  tbe  time  of  hia  depeait  nntil  the  end  of  the  eor- 
fent  half  year. 

An  inatitntion  of  thia  kind  irwdd  rapidlj  eommeod  itself  t» 
the  irfaole  oomtrj,  by  ita  naefalneaa  and  eoonomy.  It  wonld  be 
peifeetly  aafis,  beeanae^  with  a  laige  eapital «of  the  predom 
awtala  ahraya  in  ita  Tanlta,  it  wonld  inoor  no  debt  nor  obliga- 
tiona  whioh  eonld  aweep  away,  or  eren  endangev  its  treaaore* 
It  wonld  be  n  mere  eolleetor  tbe  debts  of  others,  never  a  pnr^ 
ehaaer  of  any.  It  wodd  eoQeet  debta  in  enrrent  par  funds,  and 
pay  in  the  aame.  Only  balaneea  between  the  oiieea  would  be 
payable  in  eein,  whieh  would  be  ehanging  eoin  from  one  oflloe 
to  another.  It  eonld,  therefiMe,  noTer  iail  but  firom  the  disho* 
ncaty  of  its  offieers ;  and  the  ei^tal  wonld  be  ao  snbdinded, 
and  the  aeoountability  ao  striot,  and  subjeet  to  the  oenitiny  of 
ao  many  eysa,  that  no  serious  inroad  upon  it  eould  ooour  front 
frauds  or  unfaithfulness. 

It  would  be  purely  the  servant  of  the  public,  and  could  only 
operate  in  proportion  as  the  public  patronised  it.  With  it  there 
eould  be  no  expansion  nor  contraction  injurious  to  the  public. 
No  injurious  competition  between  the  offices  could  arise,  for  it 
would  be  one  body  through  the  whole  country.  It  would  be  au 
instrument  upon  which  the  whole  public  could  play,  but  which 
could  not,  like'  the  lumk.H,  play  upun  the  public. 

It  would  be  no  monopoly,  for  the  subscription  book  would  be 
permaueully  open  to  all;  and  it  \sould  not  grow  taa  large,  for, 
having  tbe  power  lo  purchase  its  own  slocl:  at  par,  that  process 
would  always  check  its  growth.  It  would  grow  at  tho  conve- 
nienco  of  the  people,  and  diminish  at  their  convenience. 

It  would  have  no  feature  of  a  bank,  for  it  would  circulate  no 
notes,  accupL  no  depobiL.s,  and  discount  no  paper.  Neither  would 
the  specie  in  its  vaults  be  idle,  for  the  certificates  of  stock  would 
circulate  in  large  transactions.    It  would  not  only  be  open 
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all  the  time  for  new  subieriplioiiB  of  itodc,  bat  whole  stock 
voukl  be  ia  motloa  m  a  nedium  of  payment,  Itiroold  b«  tra^ 
Dfttioaal,  because  an  interest  in  it  would  be  always  open  to  tmrj 
peraon  wbo  oonld  paj  #100. 

It  would  siifitain  and  atrengthen  the  Independent  Treaaiury, 
by  bringing  it  into  fall  eontaet  with  the  internal  ezehanges  and 
the  eapitaliata  of  the  country;  and  would  remoTe,  or  greatly 
nitigate,  every  evil  of  that  ajatem  onfavorable  to  the  interette 
of  trade  and  industry.  It  weald  always  oontain  a  large  reserve  of 
ipeeie^  of  which  a  ooniiderable  portion  coald  be  spared  upon  any 
eaieigeii<7»  The  holders  of  the  stock  oonld  always  find  a  pvr- 
ohsser  at  per  in  the  institation  itself,  when  oocadon  demanded. 

The  economy  of  thos  clearing  debti  between  cities,  states  and 
districts,  cannot  be  eceapated  at  less  than  $5,000,000  annnaUy; 
bat,  taking  into  aoeoont  the  friction  and  trouble  to  iadividoals 
and  baaks  which  would  be  prevented,  the  eeonon^  might  be 
safely  estunated  at  more  than  doable  the  aom  named. 

'Whatever  advantage  and  saving  of  friction  resulted  from  soch 
a  system  would  be  elear  gain,  for  there  would  be  no  power  ncr 
indoeement  to  injare  any  of  the  great  interesli  of  the  coontiy, 
monetary,  commercial,  or  industrial 
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